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Every property owner has an inter- 
est in every fire, because it affects 
the rates he has to pay for fire 
insurance. Mill Mutual Fire Insur- 
ance Companies have long recog- 
nized the fact that the direct, effec- 
tive way to reduce fire insurance 
cost is to reduce fire losses. 





THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


Millers Mutual Fire Insurance Co.......................2----------- Harrisburg, Pa. 
Millers Mutual Fire Insurance Co ........._Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co.........................-..-.-...-.- Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association.....................-..0.0.0...0-0020c0ccseeeessseesseeneeeeeeeee-Aliton, TIL 
Grain Dealers National Mutual Fire Ins. Co.................................................... Indianapolis, Ind 
Western Millers Mutual Fire Insurance Co......................... s+ JKansas City, Mo. 
National Retailers Mutual Insurance Co 2 We 
Michigan Millers Mutual Fire Insurance Co....................... _sss--seeee-Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co..................-...-:ceccccceceeceeececeeeeceeeees Des Moines, Iowa 


MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, III. 


A service organization maintained by the Mill Mutuals. 
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1937 
WAS ANOTHER GOOD YEAR 
for the ASSOCIATED 

LUMBER MUTUALS 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


| LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


5 NORTHWESTERN MUTUAL FIRE ASSOCIATION 
Y OF SEATTLE 





Fa PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


; * 
No matter where located, from Atlantic to the 


Pacific, an office near your office 


Gale & Stone, Boston—Justin Peters, Philadelphia—Interstate Mutual Insurance Agency Co., 
Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., James S. 
Kemper, Mégr., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., Atlanta, HH 
Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 
General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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THE NEW 


..- COURTESY 


LG motoring 








HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: STEVENS POINT, WIS. - Licensed in every state - Offices in 26 Principal Cities 
Associated Companies: FEDERAL HARDWARE & IMPLEMENT MUTUALS 
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(jood DRIVERS 
NEVER OUTDRIVE 
THEIR HEADLIGHTS 


As daylight fades, accidents in- 
crease. The New Chivalry de- 
mands that we never drive so 
fast that we can’t stop within the 
range of our lights, that we dim 
our lights when approaching an- 
other car. 


AMERICAN | INSURANCE 


A MONTHLY MAGAZINE 


Containing News and Timely Articles on 
Topics of Live Interest to the Insurance 


World Everywhere 





SUBSCRIPTIONS $2.50 PER YEAR 





Published by 


THE AMERICAN MUTUAL ALLIANCE 


919 North Michigan Avenue 


Chicago, III. 
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THIS MONTH 


UR experiment in going on the 

gold standard as to the Journal 
cover has been variously received, some 
thinking that it had a suggestion of the 
economic royalist, and others liking it, 
with the exception that, alas, gold has 
an aversion to staying: put, either in 
pocket or in transit. But we are try- 
ing it again, and, not to be other than 
modern, may inconsistently abandon it 
in favor of silver, or more likely the 
serviceable white background. All of 
which, of course, has no relation to 
reading contents but has been the sub- 
ject of remark, more jocular, we sur- 
mise, than serious. * “Liquidations” 
with special reference to the procedure 
in New York will interest the student 
of technical management, but here's 
hoping it will have no need for large ap- 
plication anywhere; thanks however to 
Mr. Loysen for his fine presentation 
of this important information * You 
will notice that editorially and article- 
wise we are stirring around about the 
adjuster-lawyer question again, and 
this we believe is worthy of serious 
thought by all business men whether or 
not connected with insurance ® Dr. 
Manes has some factual and philo- 
sophic observations concerning the 
possibility of using international sta- 
tistics in solving compensation prob- 
lems, with a few trenchant comments 

















also on American procedures ® Profes- 
sor Hoffman supplies an article dealing 
with Short Selling, that may at first 
seem far removed from insurance, but 
as one reads it through, sheds light on 
the present dark subject of invest- 
ments ® G. Lester Marston, out of his 
large experience tells, with exception- 
ally clear rhetoric, about “Rebuilding 
Men,” a service to industry that has 
become of increasing importance in 
many fields * Casualty insurance gets 
the lion’s share of the news items space 
this month, but the balance inevitably 
turns this way and that, thus making 
for interest in what may happen next. 


From present indications 

we ae have to increase NEXT 
the number of pages 

for the March pen MONTH 
The approaching Spring is sprouting a 
garden of manuscripts—one, appropri- 
ately, from Dr. Valgren on a farm 
topic, and others, if not running the 
entire gamut, at least, going from 


“Accidents” to “What's What In In- 
surance Statistics.” The future, at 





least editorially, looks bright. 


CONTENTS 


FRONTISPIECE 


Maurice Pew, Commissioner of Insurance, 


State of Iowa... 


EDITORIAL 
Must the Bar Invade the Field of Business?.... 


NOTES ABOUT THE INSURANCE WORLD 


SHORT SELLING APPEARS AGAIN 
By Prof. G. Wright Hoffman. 


LIQUIDATIONS IN NEW YORK 
By Milton O. Loysen.... 


BAR SURVEYS—AN INQUIRY INTO THEIR 
FINDINGS AND METHODS 
By L. A. Fitzgerald....................... 


INTERNATIONAL ACCIDENT INSURANCE 
By Dr. Alfred Manes......................... 


REBUILDING MEN—A SERVICE TO INDUSTRY 
By G. Lester Marston...... 
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MAURICE PEW 








Commissioner of Insurance 
State of lowa 
OMMISSIONER PEW took office on February 15th and comes into his 

position with the advantage of having served for a number of years as 

Deputy. The details of his work are thus known to him through long familiarity 

with commissionership duties and the consistent efficiency of the lowa Depart- 

ment is certain to be sustained at a high level under his administration. He 
is a native lowan, and as a member of the Bar has practiced law in St. Paul, 

Cedar Rapids, and Des Moines. In 1934 he was candidate for judge in the 

18th lowa District, and in 1935 he entered the service of the State. 

In the past he has been active in the councils of the National Association 
of Insurance Commissioners and now replaces former Commissioner Murphy 
on the examinations, fraternal, taxation, and valuations of securities standing 
committees, and on the uniform code sub-committee of the fraternal committee. 























- 
pa 
a 
a2, 
¥ 
4 
Da 
me 
Fe 








ti 
bs 
Ee 
[ 
F 
































S a sort of good-natured giant 
that is a natural target for the 
arrows of every pressure group 

which fancies it has a grievance, 
business is much in the headlines 
these days. It is a commonplace to 
observe that more often than not it 
comes off second best in the court of 
public opinion—not necessarily from 
any lack of merit in its case, but by 
reason of its ineptitude in presenting 
to the public its side of the contro- 
versies in which it becomes involved. 

Newspaper and magazine writers 
upon financial topics have come of 
late to recognize this. “Business has 
done a job of surpassing excellence 
in selling its products and services to 
the public, largely through the in- 
telligent use of advertising,” they are 
beginning to chide business men. 
‘Why does business not apply that 
same intelligence in selling the public 
upon its methods, its aims, and its 
ideals ?” 

Offhand this sounds like rather 
good advice; but putting it into prac- 
tice is oftentimes more difficult than 
writers—with their ready-made au- 
diences and their comparative free- 
dom from reprisals—realize. Those 
who doubt it are invited to mull over 
the following situation during the 
next lull in news from the more 
spectacular battlefronts, for here is 
a situation which business would 
like to know what to do about: 

Groups of lawyers in many parts 
of the nation are today engaged in a 
campaign against what they term 
“the unauthorized practice of law.” 
The campaign began as a series of 
unrelated court actions in widely 
separated jurisdictions against in- 
dividuals who were, in many cases, 
simply performing the admitted 
functions of lawyers without going 
through the formality of securing 
licenses to practice. It was no trick 
to secure injunctions against them, 
and such actions were commended 
everywhere as in the public interest. 


But easy victories spurred the 
more enterprising spirits among the 
attorneys on to actions of this sort 
against whole business groups — 
realtors, accountants, bankers — on 
the ground that many of their rou- 
tine activities constitute the practice 
of law. Today these witch hunts 
have become epidemic, with Missouri 
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MUST THE BAR e 
INVADE THE FIELD 
OF BUSINESS? 


offering perhaps the most advanced 
example of the momentum such a 
campaign can gain; the Circuit Court 
at Columbia has recently ruled that 
six of the common activities of cas- 
ualty insurance adjusters constitute 
the practice of law. The decision, if 
sustained by the Missouri Supreme 
Court to which it has been appealed, 
will set a rule of law applicable to 
almost every business in which dis- 
putes are settled, the blanks in con- 
tractual documents filled in, and 
opinions on legal subjects incidental 
to the business are given. 


ae 
4 ws Missouri campaign in which 


this is the latest chapter was be- 
gun, according to an address made 
at the recent Kansas City convention 
of the American Bar Association by 
Boyle G. Clark, Missouri’s Bar com- 
mittee chairman, because “ ... there 
was three years ago a public demand 
in Missouri for higher professional 
standards, and a survey proved that 
much misconduct arose from lay 
competition. It appeared therefore 
necessary to suppress lay practice....” 

If the survey referred to is that 
made by the “Committee on the Wel- 
fare of the Bar,” headed by Dupuy 
G. Warrick, and reported in the 
Missouri Bar Journal of October, 
1934, anyone who has studied it 
knows that it proved nothing of the 
sort. Only 237 members of the Mis- 
souri Bar replied to the survey’s 
questionnaires ; they gave it merely as 
their opinion that 35% of the state’s 
lawyers could handle all the legal 
business available, that there was a 
good deal of unauthorized practice 

















An editorial carrying the sug- 
gestion that the answer to the 
economic problem of the Bar is 
to be found within the profession 
itself, rather than in the recently 
projected attempt to expand the 
exclusive field of the lawyer. For 
a further discussion of this sub- 
ject see page 17. 
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of one sort or another going on, and 
that it would be a good idea to adopt 
a minimum fee schedule approxi- 
mately 150% higher than _ the 
charges then current. 

Is the Missouri Bar really so over- 
crowded as to make the lawyer’s 
situation desperate? United States 
Census figures assert that in 1900 
there were 5,224 lawyers in Mis- 
souri; that in 1930, with the popula- 
tion a_ half-million greater, ~ there 
were still only 5,560. Expressed in 
another way there was in St. Louis, 
in 1880, one lawyer for every 459 in- 
habitants; in 1900 the Bar was less 
crowded, with one lawyer for every 
556 inhabitants; in 1930 conditions 
were about the same as a generation 
ago, with one lawyer for every 545 
inhabitants. The overcrowding, if in- 
deed it exists, is hardly a sudden 
phenomenon calling for emergency 
measures, 

Are Missouri lawyers’ incomes 
really so low that the number of at- 
torneys must be curtailed somehow, 
fees raised sharply, and a campaign 
carried forward on every possible 
front against every business activity 
which involves some degree of legal 
knowledge? Conservative analysis 
of the Missouri survey’s own figures 
shows that the average income of the 
reporting St. Louis lawyers was 
$9,650 in 1929 and $6,790 in the dark 
days of 1933, of the reporting Kan- 
sas*City lawyers $9,165 in 1929 and 
$7,450 in 1933, and of the reporting 
lawyers elsewhere in the state $3,- 
614.50 in 1929 and $3,238 in 1933. 
Either these figures damn the survey 
as not representative, or indicate that 
the public is paying the legal pro- 
fession an ample aggregate fee and 
should not be penalized further sim- 
ply because the lawyers do not care 
to divide it more equitably among 
themselves. 


T the 32nd annual meeting of 

the Association of American 
Law Schools the Missouri survey 
was branded as “unscientific in some 
of its objectives, in most of its 
methods, and in nearly all of its con- 
clusions,” by Prof. Wiley V. Rut- 
ledge, then of St. Louis’ Washington 
University Law School, and now of 
Iowa State. That Prof. Rutledge 
speaks with authority in his detailed 








6—February, 1938 


criticism of the survey may be de- 
duced from the fact that he served 
last year as chairman of the Associa- 
tion’s important “Committee on Co- 
operation with the Bench and Bar,” 
made up of such eminent legal edu- 
cators as Clark of Yale, Fraser of 
Minnesota, Harno of Illinois, 
Llewellyn of Columbia, Morse of 
Oregon, Van Hecke of North Caro- 
lina, and Wickes of Texas. 

The Missouri survey was but one 
of several discussed at the meeting. 
The most thorough in evidence was 
that of the Wisconsin Bar made by 
Lloyd K. Garrison, dean of the Uni- 
versity of Wisconsin Law School. 
It is discussed elsewhere in this issue 
but, because the common motive un- 
derlying unauthorized practice cam- 
paigns against business is presum- 
ably economic, one of the survey’s 
conclusions deserves mention here, 
“... not a great deal is to be hoped 
for in the way of substantially ex- 
panding the incomes of lawyers by 
eliminating unauthorized practice....” 

It would seem that the lawyers 
owe it both to the public and to the 
profession to find out exactly what 
their problem is before they essay 
drastic action in an effort to solve 
it. That is the method of business; 
faced with an economic problem, as 
the Bar says it is, the first move of 
any intelligent business man would 
be to secure as expert a survey as 
possible upon which to base his 
future actions. 

Business submits that the competi- 
tion of unauthorized practice, real 
or imaginary, is but a negligible fac- 
tor in bringing about the economic 
plight which the lawyer asserts is 
his. It submits that an impartial 
and scientific survey of the field will 
reveal that the causes of this eco- 
nomic plight are to be found within 
the legal profession itself. It sub- 
mits that in all fairness, if business 
is to be hobbled through forcing it 
to hire lawyers for various services 
which can be more efficiently per- 
formed by laymen, it should at least 
be demonstrated beforehand that the 
legal profession is going to solve its 
own problem thereby, and is not 
merely attempting a noble experi- 
ment which may or may not have 
the desired result. 

Everyone knows what is wrong 
with the legal profession; it has 
never worked out a practical method 
of advertising the services it has to 
offer the public. And it is perfectly 
obvious that some organized method 
of maintaining contact with potential 
clients is necessary; every lawyer 

(Continued on page 17) 
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Notes About 
the 
Insurance World 
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Running Comment on What Is in the Magazines 
and the Mail that Comes to the Desk of the Editor. 

















Miscellany 


LIFE INSURANCE COMPANY SURVEY 
REVEALS ONLY ONE OUT OF EVERY 
hundred unemployed people is a 
college graduate—Twenty-six states 
now require safety glass in windows 
of all new motor vehicles—Cello- 
phane method to de-ice airplane 
wings has been invented—Cigarette 
taxes for 1937 totalled $162,000,000 
—Excluding all accidents involving 
people under 15 and over 64 years 
of age, the factory is said to be nine 
times safer than the average home— 
4,800,000 automobiles were produced 
in the United States during 1937— 
$5,000-a-year-or-less earners paid 61 
per cent of income taxes for 1936 
and only 1,795,920 out of 130,000,- 
000 paid any income tax—One in 
every seven gainfully employed per- 
sons in the United States owes his 


employment directly and indirectly 
to the automobile industry and its 
products—National income during 
1937 estimated at $76,000,000,000— 
United States doctors actually treat 
more people in 72 hours than all the 
undertakers bury in a full year—An 
English insurance company has an- 
nounced that it will give a ten per 
cent credit in England to non-drink- 
ing drivers—Since 1929 number of 
Sunday and morning newspaper 
readers have increased, evening read- 
ers have decreased.—Since the first 
automobile appeared on a_ public 
highway, more than a half million 
people have lost their lives and 
eighteen million have experienced 
injuries in auto accidents—Six coun- 
ties of U. S. (New York, Cook, 
Wayne, Philadelphia, Los Angeles 
and Cuyahoga) pay one-fourth of 
country’s business payroll. 
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New York Supreme Court 
Defines “’Insurance’’ 


THE NEW YORK SUPREME COURT, 
APPELLATE DIVISION, RECENTLY DE- 
cided that the Ollendorff Watch Com- 
pany was not transacting insurance 
business in violation of Section 9 of 
the Insurance Law by the issuance of 
a certificate to purchasers of its 
watches where it contracted with 
each owner as follows: 

“To replace such watch with a new Ol- 
lendorff watch of like quality and value and 
selling for the same retail price, provided 
the first watch aforesaid is lost in the 
United States of America or the Dominion 
of Canada through Burglary or Robbery 
as herein defined, within one year from the 
date of its purchase. This Agreement, how- 
ever, shall not apply to the replacing 
watch.” 

No charge was added to the sales 
price of the watches as a considera- 
tion for the above certificate. The co- 
plaintiff, the Travelers Indemnity 
Company, is authorized to transact 
the business of insurance in the State 
of New York and has agreed to in- 
demnify the Ollendorff company for 
all losses sustained under these cer- 
tificates. In holding that these cer- 
tificates represented a _ replacement 
contract offered as a mode of adver- 
tising and not a contract of insur- 
ance the Court was impressed by the 
fact that the undertaking was not to 
pay money for the lost watch but 
merely to replace it by a new one and 
based its decision squarely on the 
fact that the purchaser pays no pre- 
miums in consideration for the issu- 
ance of the certificate. A portion of 
the Court’s opinion reads as follows: 

“It is important to note that the under- 
taking of the Ollendorff Company with 
a purchaser is not to pay money for the 
lost watch but merely to replace it by 
a new one. 

* * * * 

“In Vance on Insurance, 2d Edition, 2 
an insurance contract is thus defined :— 

The contract of insurance, made _ be- 
tween parties called the insured and the 
insurer, is distinguished by the presence 
of five elements: 

(a) The insured possesses an interest 
of some kind susceptible of pecuniary es- 
timation, known as an insurable interest. 

(b) The insured is subject to a risk 
of loss through the destruction or im- 
pairment of that interest by the happen- 
ing of designated perils. 

(c) The insurer assumes that risk of 
loss. 

(d) Such assumption is part of a gen- 
eral scheme to distribute actual losses 
among a large group of persons bearing 
similar risks. 

(e) As consideration for the insurer’s 
promise, the insured makes a ratable con- 
tribution to a general insurance fund, 
called a premium. 

A contract possessing only the three 
elements first named is a_risk-shifting 
device, but not a contract of insurance, 
which is a risk-distributing device; but, 

if it possesses the other two as well, it is 
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a contract of insurance, whatever be its 

name or its form. 

Courts and textwriters have empha- 
sized the necessity of a premium exaction 
in order to constitute a contract of insur- 
ance. That important feature is absent 
in the certificates before us for concededly 
the purchaser parts with no consideration 
whatsoever for the issuance of that cer- 
tificate.” 

* * kk x 

“We are convinced that the certificate 
issued by the Ollendorff Watch Company 
is not a contract of insurance but simply 
an agreement on its part, for which tt 
receives no additional consideration, to 
replace a purchaser’s watch lost through 
burglary or robbery. Obviously it is a 
mode of advertising to which the Ollen- 
dorff company resorts for the purpose 
of increasing its sales and not an at- 
tempt on its part to engage in a new 
business. 

Ollendorff Watch Co., Inc., and The 
Travelers Indemnity Company, Plaintiffs, 
v. Louis H. Pink, as Superintendent of In- 
surance of the State of New York, Defend- 
ant, New York Supreme Court, Appellate 
Division, Third Department, Decided De- 
cember 28, 1937, 300 N. Y. Supp. 1175. 


How it Happened 


BROWSING THROUGH A COLLECTION 
OF MAGAZINES OF YESTERYEAR, WE 
found the following which somehow 
was missed in our first reading of the 
Underwriters Report for May 1933 
to which publication we make grate- 
ful acknowledgment. 


Claims men often get a laugh out of 
statements found in claims forms, as is in- 
dicated by the following “gems” gleaned 
from the loss files of various companies: 

“T unfortunately ran over a pedestrian, 
and the old gentleman was taken to the 
hospital much regretting the circumstances.” 

“T told the other idiot what he was and 
went on.” 

“My car was stolen, and although I set 
up a human cry it has not been recovered.” 

“Cow wandered into car. I was after- 
wards informed that the cow was half- 
Ww ited.” 

“The other car collided with mine with- 
out giving any warning of his: intention.’ 

“T consider that neither vehicle was to 
blame, but if either were to blame it was 
the other one.” 

“Willful damage was done to the uphol- 
stery by rats.” 

“I thought the side window was down, 
but it was up as I found out when I stuck 
my head through it.” 

“T knocked over a man; he admitted it 
was his fault as he had been knocked over 
before.” 

“A lamp post bumped my car, damaging 
it in two places.” 

“She suddenly saw me, lost her head and 
we met.” 

“T heard a horn blow and was struck in 
the back—a lady was evidently trying to 
pass me.” 

“I blew my horn but it would not work 
as it was stolen.” 

“T can not pay for the repairs as I am 
dependent on my mother-in-law, my wife 
having died three years ago.” 

“A truck backed through my windshield 
into my wife’s face.” 

“T collided with a stationary street car 
coming in the opposite direction.” 
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“I misjudged a lady crossing the street.” 

“A bull was standing by, and a fly must 
have tickled him as he gored my car.” 

“If the other driver had stopped a few 
yards behind himself the accident would not 
have happened.” 


Accidents on Farms 


WHEN A FARMER BUYS AN INDUS- 
TRIAL PRODUCT, SAYS THE CALIFORNIA 
Industrial Accident Commission, he 
pays for the cost of the industrial 
injuries involved in the production of 
that particular object. When the 
farmer sells his products, he must re- 
ceive as a part of his selling price 
the costs of the accidents which have 
occurred in connection with the rais- 
ing and marketing of his product. 

It is estimated that the annual cost of 
industrial agricultural accidents in Califor- 
nia is $10,000,000. 

During the years 1932-1936, inclusive, 
there were 252 persons killed, and 45,095 
employees injured in California agriculture. 

It has been stated that in Kansas, in 1934 
more than 50 per cent of the occupational 
deaths in the State occurred on the farms. 

It is estimated that the farm fire. losses 
in the United States are $100,000,000 a year 
and that there are 3,500 lives lost in these 
fires. 

Since the use of electricity, liquefied pe- 
troleum gases, farm machinery and auto- 
motive vehicles, has become common on the 
farms, the deaths from these uses have in- 
creased enormously. 

Ladders, hand tools, infections and falls 
from various causes are largely responsible 
for the great number of injuries and deaths 
in which machinery takes no part. 

The agricultural industry in California 
has, for a number of years, reported to the 
Industrial Accident Commission a greater 
number of injuries to employees than any 
one other industrial group. These reports 
do not include the accidents that occur to 
the farmers or their families; they are not 
classed as employees. 

There is no agency connected with the 
agricultural industry that can afford to 
omit aecident prevention from its program. 
They should analyze the accidents as to 
their cause and effect, and then remove the 
causes. Every such organization should 
also stress the necessity for proper training 
in the care and handling of injuries and 
injured persons. . 

Agriculture, if it so desires, can make 
as good a record as the other industries 
have made. 

ee ee @ 


Louis A. Reilly Heads New 
Jersey Insurance Department 


LOUIS A, REILLY HAS BEEN NAMED 
COMMISSIONER OF BANKING AND IN- 
surance of Néw Jersey succeeding 
Carl K. Withers who recently re- 
signed to become president of a New- 
ark Bank. Mr. Reilly was formerly 
treasurer of the Federal Trust Com- 
pany of Newark. He is a member 
of the Board of Governors of the 
Essex Chapter of the American In- 
stitute of Banking. This is the first 
public office ever held by Mr. Reilly. 
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What Next? 


NOT SO MANY YEARS AGO WE RE- 
MEMBER THE SLOT MACHINE AS A 
purveyor of peanuts, candy and gum. 
Later slot machines dispensing hand- 
kerchiefs, cigarettes, combs, per- 
fumes and various other commodities 
made an appearance. Still later an- 
other type of slot machine commonly 
called “the storekeepers rent payer” 
was placed on the market (yes, this 
is the machine where you have high 
hopes of winning the jackpot). 

Now we come to another type of 
slot machine known as the insuro- 
graph which sells an intangible serv- 
ice. 

It has been announced that this 
new device, which is being introduced 
by a group of Wichita, Kansas busi- 
ness men, will shortly offer accident 
insurance in bus and railway sta- 
tions. After dropping a quarter in 
the slot and pulling a lever which 
allows him to write his name and the 
beneficiary’s name, anyone between 
fifteen and sixty would be insured 
for twenty-four hours for as much 


as $7,500. 
e °¢@ 2 


U. S. Supreme Court Rules 


on Reinsurance Premium 


Rates 
ON JANUARY 3lsT, THE UNITED 
STATES SUPREME COURT HANDED 


down a decision of large interest to 
insurance companies. The case arose 
in California where each insurance 
company doing business in the state 
is required to pay an annual tax of 
244% “upon the gross premiums re- 
ceived upon its business done in this 
state, less return premiums and re- 
insurance in companies or associa- 
tions authorized to do business in the 
state.” Thus was included in the 
tax base all reinsurance premiums 
received. This is different from the 
law in many states which taxes only 
the premiums directly written in the 
state and makes no mention of 
premiums received for reinsurance, 
either by admitted or non-admitted 
companies. 

The court held that even though 
the ceding and accepting company 
were licensed in California, the state 
may not tax premiums received on 
reinsurance of California business 
if the reinsurance transaction takes 
place in another state. 

Significant exerpts from the opin- 
ion: (Connecticut General Life In- 
surance Company vs. Charles G. 
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Johnson as Treasurer of the State of 
California) follow: 


“Appellant is a Connecticut corporation, 
admitted to do an insurance business in 
California. In addition to its business con- 
ducted within that State it has entered into 
contracts with other insurance corporations 
likewise licensed to do business in Cali- 
fornia, reinsuring them against loss on 
policies of life insurance effected by them 
in California and issued to residents there. 

“These reinsurance contracts were 
entered into in Connecticut where the 
premiums were paid and where the losses, 
if any, were payable. The question for 
decision is whether a tax laid by California 
on the receipts by appellant in Connecticut 
of the insurance premiums during the years 
1930 and 1931, infringes the due process 
clause of the Fourteenth Amendment. 

“In suits brought in the State courts by 
appellant against respondent, State Treas- 
urer, to recover the taxes paid, the Su- 
preme Court of California sustained de- 
murrers to the complaints and gave judg- 
ments for the respondent. The cases, hav- 
ing been consolidated, come here on a 
single appeal. * * * 

“Contention is made that appellant has 
consented to the tax imposed as a condi- 
tion of the granted privilege to do business 
within the State. Nor could it be, for it 
appears that appellant had conducted its 
business in California under State license 
for many years before the taxable years 
in question and before the taxing act was 
construed by the highest court of the 
State, in Connecticut General Life Insur- 
ance Co. v. Johnson, supra, to apply to 
premiums received in Connecticut from re- 
insurance contracts effected there. A cor- 
poration which is allowed to come into a 
State and there carry on its business may 
claim, as an individual may claim, the pro- 
tection of the Fourteenth Amendment 
against a subsequent application to it of 
State law. * * * 

“The limits of the State’s legislative 
jurisdiction to tax, prescribed by the 
Fourteenth Amendment, are to be ascer- 
tained by reference to the incidence of the 
tax upon its objects rather than the ulti- 
mate thrust of the economic benefits and 
burdens of transactions within the State. 
As a matter of convenience and certainty, 
and to secure a practically just operation 
of the constitutional prohibition, we look 
to the State power to control the objects 
of the tax as marking the boundaries of 
the power to lay it. Hence it is that a 
State which controls the property and ac- 
tivities within its boundaries of a foreign 
corporation admitted to do business there 
may tax them. But the due process clause 
denies to the State power to tax or regulate 
the corporation’s property and activities 
elsewhere. * * * 

“Appellant, by its reinsurance contracts, 
undertook only to indemnify the insured 
companies against loss upon their policies 
written in California. The reinsurance in- 
volved no transactions or relationship be- 
tween appellant and those originally in- 
sured, and called for no act in California. 


“Apart from the facts that appellant was 
privileged to do business in California, and 
that the risks reinsured were originally in- 
sured against in that State by companies 
also authorized to do business there, Cali- 
fornia had no relationship to appellant or 
to the reinsurance contracts. No act in 
the course of their formation, performance 
or discharge, took place there. The per- 


formance of those acts was not dependent 
upon any privilege or authority granted 


by it, and California laws afforded to them 
no protection. ce ; 

“All that appellant did in effecting re- 
insurance was done without the State and 
for its transaction no privilege or license 
by California was needful. The tax can- 
not be sustained either as laid on property, 
business done, or transactions carried on 
within the State, or as a tax on a privilege 
granted by the State. Reversed.” 

The opinion delivered by Mr. Jus- 
tice Stone, was concurred in by all 
justices except Mr. Justice Cardozo, 
who took no part in consideration of 
the case, and Mr. Justice Black, who 
dissented. 
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Important Occupational 


Disease Decision in New York 


THE NEW YORK COURT OF APPEALS 
IN THE CASE OF GOLDBERG vs. 954 
Marcy Corporation recently handed 
down an opinion which is of signifi- 
cant judicial importance in connec- 
tion with the occupational disease sit- 
uation in New York State. The opin- 
ion, which was unanimous, may have 
important precedentary influence in 
other jurisdictions. 

In the case at issue the claimant 
was a cashier in a moving picture 
theater. Her work involved selling 
tickets in a ticket booth in the street 
outside the lobby of the theater. 
This booth was heated by an electric 
heater which the claimant could turn 
on and off as she wished. Her claim 
is that the alternate heat and cold 
caused blotches to appear on her 
limbs and caused her feet to become 
numb and weak. She complained 
about this condition to her employer, 
and he sent her to a physician. While 
on the way to the physician’s office 
she claims that, due to the weakness 
of her feet, she fell, sustaining a 
fracture of her left ankle. 

The Industrial Board found “the 
injuries sustained by such Shirley 
Goldberg were accidental injuries 
and arose out of and in the course of 
her employment,” and made an addi- 
tional finding that “the disease from 
which the said Shirley Goldberg was 
suffering was an occupational disease 
and was contracted by her within 
twelve months previous to the date 
of her disablement, and was due to 
the nature of her employment and 
was characteristic of and peculiar to 
the employment in which she was 
engaged.” 
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The question presented is whether 
the award may be sustained upon the 
ground of an accidental injury aris- 
ing out of and in the course of her 
employment or upon the ground that 
it resulted from an occupational 
disease. 

A search of the record by the court 
failed to disclose any evidence show- 
ing that the plaintiff was suffering 
from an occupational disease. Her 
occupation was that of handling cash 
and theater tickets and the court held 
that this work in and of itself could 
not have caused the leg injury or 
disease. It was the court’s contention 
that the “disease” which befell her, 
was caused not by the nature of her 
employment, but by the failure of 
her employer to furnish her with the 
proper and safe place in which to 
work. There being no evidence what- 
soever to sustain the finding that the 
claimant contracted an occupational 
disease in the course of her employ- 
ment the award could not be sus- 
tained on that ground. The award, 
however, was sustained on the 
ground of accidental injury arising 
out of and in the course of her em- 
ployment, as the fall occurred while 
the claimant, pursuant to the direc- 
tions of her employer, was on her 
way to the doctor. The court held 
that the claimant fell as the result of 
the weakness of her feet which was 
caused not by an internal disorder, 
disease or illness having no connec- 
tions with her employment, but by 
the conditions of her employment. 


The present opinion of the New 
York Court of Appeals reverses an 
earlier opinion of the Appellate Di- 
vision, third department, which per- 
mitted a broad definition of occupa- 
tional disease. 


Guide in Safety Education 


SOMETHING NEW IN BOOKS FOR 
USE BY THOSE CONDUCTING SAFETY 
courses in schools is “A Guide Book 
in Safety Education” published by 
the Employers Mutual Liability In- 
surance Company of Wausau, Wis- 
consin. The volume is intended, not 
as a text for students to study but as 
an analytical summary of informa- 
tion and methods to assist teachers 
and educators to present the safety 
problem to the generation now grow- 
ing up. The subject matter is by no 
means confined to traffic accidents 
but deals with the hazards of the 
home, play and recreation, schools, 
shops and laboratories and the dan- 
gers of infection and disease. The 
author is G. W. Bannerman, M.A. 
(University of Chicago), principal 
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of the Senior High School of Wau- 
sau and he has done an excellent 
piece of work in assembling material. 


The scheme of the book is to out- 
line courses for the kindergarten, 
first and second grades, third and 
fourth grades, fifth and sixth grades, 
the junior high school, and from 
there on up to the senior high school 
and the technical high school. Sug- 
gested methods are set down in de- 
tail with information carefully classi- 
fied under various headings having 
to do with fundamentals. Pertinent 
illustrations and charts make the 
pages even more informative and at- 
tractive. A bibliography of unusual 
scope is appended, and altogether the 
book deserves serious consideration 
from those working in the education- 
al field to keep down accidents. 


New York Chamber of 


Commerce Opposed to 
Compulsory Auto Insurance 


A RECENT REPORT OF THE COMMIT- 
TEE ON INSURANCE OF THE CHAMBER 
of Commerce of the State of New 
York voices opposition to compul- 
sory automobile liability insurance 
and a proposed law which would pro- 
vide specified compensation to all 
persons injured by automobiles re- 
gardless of whether the operator of 
the car is at fault. Compulsory insur- 
ance is opposed on the ground that 
it promotes ambulance chasing and 
fraudulent claims and does not make 
for highway safety. 


“Tt is the opinion of the committee that 
rather than merely provide compensation 
for injuries, laws can be enacted and en- 
forced, which will reduce the number of 
those injured and killed,” the report states. 
“It therefore, believes that the financial re- 
sponsibility laws in force in New York and 
many other states provide a remedy which, 
if rigidly enforced, will greatly reduce the 
number of accidents, and also will compel 
those who are irresponsible either to lose 
their licenses or to furnish security. 

“While it is true that under these finan- 
cial responsibility laws security is not re- 
quired until after a judgment is obtained 
against the owner of the automobile, and 
is not paid, so that persons injured may not 
be able to recover for injuries they re- 
ceived, the committee believes that it is 
unfair to penalize all automobile drivers 
because a few may cause such a situation 
to arise. 

“The committee strongly urges a more 
rigid examination of applicants before li- 
censes are issued, and for periodical exam- 
inations. It is the opinion of the commit- 
tee that those now holding licenses who ob- 
tained them at a time when examinations 
were not required should now be required 
to pass examinations. It is also believed 
that there should be some provision in the 
law for periodical inspection of automobiles 
in order to determine whether they are in 
proper running order.” 
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Financed Car Coverage 
Ruling in Vermont 


FOLLOWING CLOSELY THE ACTION RE- 
CENTLY TAKEN BY THE STATE OF CON- 
necticut regarding financed cars, In- 
surance Commissioner Donald A. 
Hemenway of Vermont has issued a 
ruling whereby purchasers of auto- 
mobiles on the installment plan in the 
State will be given full information 
regarding the coverage and cost of 
insurance for which they pay. The 
Commissioner’s ruling which was ef- 
fective as of February 15th is as 
follows: 

“When an automobile is insured for the 
benefit of the purchaser under a financing 
plan, he shall either be given possession of 
the policy, counter-signed by a Vermont 
resident agent, or if a master policy is 
used to cover the automobile sold through 
a common vendor or financing company, he 
shall be given a certificate which shall con- 
tain a clear and accurate statement of the 
premium paid for the insurance, the policy 
period, and a statement indicating in non- 
technical terms the coverage given. Such 
certificate must be signed by a Vermont 
resident agent. 

“The rate or premium charge for insur- 
ance coverage must not be at a flat rate 
without regard for the value or size of the 
car. 

“When insurance covers the joint interest 
of the purchaser and finance company, any 
return of premium because of .cancellation 
of the coverage or dividends declared by 
the company must be returned to the pur- 
chaser, as his interest appears, on any joint 
interest policy.” 


Drunken Drivers Target of 
Ohio Resolution 


HOUSE RESOLUTION 143, RECENTLY 
PASSED BY THE OHIO HOUSE OF REP- 
resentatives, requests an opinion 
from the Attorney General on con- 
flicting sections of the Ohio driving 
laws taking into consideration both 
the Driver’s License Law and the 
Motorists’ Financial Responsibility 
Law. The resolution was introduced 
by Representative Richard M. Mar- 
low of Toledo in an effort to close 
legal loopholes through which drunk- 
en drivers are said to “buy” back 
their suspended driver’s licenses. 

The Ohio Driver’s License Law 
permits suspension of licenses up to 
one year after conviction for driving 
while intoxicated, failing to stop 
after an accident, and for committing 
manslaughter or a felony with an 
auto. The Responsibility Law, how- 
ever, in direct contrast with the 
Driver’s License Law provides li- 
censes may be restored where liabil- 
ity bond or insurance of $11,000 
is provided by the driver after a 
judgment has been obtained against 
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him by an accident victim. Some 
of the judges in the state have re- 
fused to restore suspended licenses 
but many have restored them. 


To Enlarge Michigan Mutual 
Industrial Hospital 


WALTER E. OTTO, PRESIDENT OF THE 
MICHIGAN MUTUAL LIABILITY COM- 
pany has announced plans for an ex- 
tensive addition to the company’s 
industrial hospital located at 2730 
East Jefferson Avenue, Detroit. Be- 
cause of the present unemployment 


situation, the company’s Board of 
Directors has authorized that the 
work be started at once. The four 


story improvement is a $200,000.00 
project, which will require approx- 
imately one year to complete. 

In accordance with the past policy 
relating to the operation of the hos- 
pital, only injured workmen of pol- 
icyholders will receive treatment, as 
provided for by the Michigan Work- 
men’s Compensation Act. 

Plans call for a new four-story 
unit on the rear of the present struc- 
ture. The out-patient building ad- 
jacent on the west side will be re- 
moved to permit of a wide concrete 
ambulance entrance and drive, and 
additional parking facilities. This 
driveway will continue through to 
Woodbridge Street. 

The out-patient department facili- 
tes will be tripled, and general hos- 
pital wards will accommodate 50 bed 
patients. Each ward is completely 
self-contained and fully equipped to 
serve the needs of the respective 
floors. Hallways will be covered with 
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noiseless rubber composition. Radio 
head sets are provided for each bed. 

Other sections provide for depart- 
ments for Therapy and Hydro- 
Therapy, Eye Treatments, X-Ray, 
Fluoroscopic Work, Plaster and Ex- 
amining Rooms, Operating Rooms, 
Diet Kitchens, and various equip- 
ment. 

Many months of investigation and 
comparing with different hospitals 
have been spent in preparatory work, 
and the plans have been checked by 
noted specialists. The expansion 
project is under the supervision of 
Dr. H. N. Torrey, Surgical Director. 
Charles Noble of Detroit is the ar- 
chitect, and Barton-Malow Company 
the general contractors. 


Minnesota Decision On 
Compensation Liability 


A DECISION OF SPECIAL INTEREST TO 
WRITERS OF WORKMEN’S COMPENSA- 
tion Insurance in Minnesota, dealing 
with the substitution of employers 
without the knowledge of the em- 
ployee or the compensation insurer, 
was recently handed down by the Su- 
preme Court of that State. 

In the case at issue, Yoselowitz, 
an employee, received compensable 
injuries while working in the bakery 
of the Peoples-Lehman Baking Cor- 
poration. For some twenty years 
prior to that date he had been em- 
ployed in different bakeries in North 
Minneapolis, among which were the 
Peoples Bakeries, Inc., the concern 
by which he was principally em- 
ployed until shortly before the acci- 
dent. Another bakery, Lehman & 
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Projected Addition to Michigan Mutual Liability Company's Industrial Hospital. 


Sons, Inc. was situated next door to 
the Peoples Bakery, Inc. In Decem- 
ber, 1935, a new corporation was in- 
corporated by a number of individ- 
uals, most of whom were stockhold- 
ers in the two named corporations, 
under the name of Peoples-Lehman 
Baking Corporation and commenced 
business in March 1936 at a new bak- 
ery which was several blocks distant 
from the Peoples Bakery. Yoselo- 
witz was injured on the third day he 
worked at the new location. In his 
petition he claimed that he was em- 
ployed by all three of the named cor- 
porations, and all three answered. 
The issues were (1) by whom was 
Yoselowitz employed, and (2) what 
insurer, if any, carried the work- 
men’s compensation risk. 

The Commission made a decision 
that Yoselowitz was employed by the 
new corporation and that it did not 
carry workmen’s compensation in- 
surance covering the risk. All parties 
petitioned for review and raised the 
same issues. The court sustained the 
Commission’s findings. It was held 
that Yoselowitz had actual knowl- 
edge of the change of employers, but 
that the policies issued to the old 
corporations, upon application for as- 
signment by the Minnesota Rating 
3ureau, could not be “extended” to 
cover the new corporation without 
the insurers’ consent. In fact, there 
was no merger or consolidation as 
the old corporations continued to do 
business after the formation of the 
new one, which did not request cov- 
erage under the rejected risk provi- 
sions of the workmen’s compensation 
law until after the accident had oc- 
curred. The employee was permitted 
to recover compensation only from 
the new corporation. The syllabus of 
the court is as follows: 

1. A substitution of employers cannot 
be made without the knowledge or con- 
sent of the employee. 

. L. 1929, c. 237, the compensation 
insurance bureau does not have the power 
to substitute a new insured in a new risk 
in existing policies of insurance previous- 
ly issued as assigned risks under the 
statute. 

3. The compensation insurance bureaus 
authorization issued to it by insurers pur- 
suant to the requirements of the statutes 
is simply to act for insurers in their be- 
half as provided in the act. 

4. Employee is entitled to recover 
compensation only from his employer. 


Safety Tips On Winter 
Driving 
WALTER J. BROPHY, SAFETY ENGI- 
NEER OF THE NORTH DAKOTA STATE 
Highway Department, has suggested 


five important things to remember 
when motorists find it necessary to 
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venture out into 
weather. They are: 


1. Dress warm, have a full tank of gas, 
carry a shovel and tire chains. Modern 
cars are geared high and were not meant 
to plow through snow; the car may become 
stalled, it may take an excessive amount 
of gas to keep the motor running until help 
arrives, 

2. Never attempt to overtake and pass 
a snow plow until you receive the signal 
from the driver. 

3. Motorists meeting a snow plow on a 
highway at any time when snow is falling 
or after a storm are expected to yield the 
right-of-way to the plow. 

4. Always keep your proper distance be- 
hind a snow plow. It is necessary in many 
cases to back up the plow for a running 
start to buck snow drifts. 

5. Any damage to a vehicle or a person 
resulting from a collision with a snow plow 
must be sustained by the motorist. 
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National Fire Code for Flam- 
mable Liquids and Gases 


THE ABOVE MENTIONED BOOK COM- 
PILED BY ROBERT S. MOULTON HAS 
just been published by the National 
Fire Protection Association of Bos- 
ton, Massachusetts. 

The volume includes the 36 stand- 
ards and regulations giving fire pro- 
tection authorities complete informa- 
tion on the safe handling of both 
flammable liquids and gases. Several 
codes are in the form of suggested 
ordinances, regulations, or recom- 
mended good practice requirements. 
These are purely advisory as far as 
the Association is concerned, but 
are widely used as a basis of law, 
or as a guide by administrative au- 
thorities in the exercise of their dis- 
cretionary powers, as well as for in- 
surance purposes. Prepared by tech- 
nical committees including engineers 
representing all major interests con- 
cerned, they are accepted as the au- 
thoritative guides to the best practice 
in fire prevention and fire protection. 

The volume covers 360 pages and 
the price per copy is $1.50 postpaid. 
The author is Technical Secretary of 
the N. F. P. A. 
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Largest 1937 Fires Analyzed 


THE NATIONAL FIRE PROTECTION 
ASSOCIATION DEPARTMENT OF FIRE 
records reports that there were 
twenty-three fires in the United 
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States during the year 1937 involv- 
ing a loss estimated at $250,000 or 
more each. This is a decrease of 19 
fires from the 1936 total and is the 
lowest number since 1933 when there 
were 22 fires of similar magnitude. 
There were two such fires in this 
classification during 1937 in Canada 
which compares with one fire in 1936. 

Of the fires reported three caused 
losses in excess of $1,000,000, and 
four others caused losses of $500,000 
or more. The largest single property 
loss by fire during the year was that 
which destroyed the Zeppelin Hin- 
denburg on May 6, in Lakehurst, 
New Jersey, with a loss of $3,750,000 
and thirty-six lives. The use of highly 
inflammable hydrogen, rather than 
the safe gas, helium, was primarily 
responsible for this disaster. In ad- 
dition to a property loss of $3,000,- 
000, the London, Texas school dis- 
aster which took 294 lives was also 
the largest loss-of-life fire during 
1937. 

The frequency of the most import- 
ant factors are responsible for the 
losses running to $250,000 or more 
each are analyzed. “Inferior con- 
struction” and “highly conbustible 
contents” are the two factors most 
frequently noted. “Lack of adequate 
private protection,” unprotected 
vertical openings” and “headway of 
fire when discovered” are next in 
order. 


Fix Cause for School 
Explosion 


THE BUREAU OF MINES, UNITED 
STATES DEPARTMENT OF THE INTERI- 
or, in its final report on the disaster- 
ous explosion in the New London, 
Texas school building which occurred 
March 18, 1937, states the immediate 
cause was the ignition of a large vol- 
ume of natural gas-air mixture which 
had accumulated in an inadequately 
ventilated space under the building 
because of leakage from the gas 
line. The leakage was possibly from 
a broken service connection in the 
North portion of the state. The re- 
port further states that the condition 
was not caused by seepage from the 
ground or from surrounding walls 
or lines. The ignition was caused by 
an arc or spark from an electric 
switch, and the heating unit did not 
contribute to the ignition. The source 
of gas supply is said to be irrelevant. 
The findings of the investigators of 
the Bureau of Mines who made a 
thorough examination of the situa- 
tion and circumstances of the tragic 
occurrence have been made available 
through a 29-page paper, report of 
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investigations 3365. Copies of the 
report may be obtained from the 
3ureau of Mines, Washington, D. C. 

The report points out that suitable 
warning agents introduced into fuel 
gases that have little or no odor of 
their own have been useful in de- 
tecting leaks ; and that alarm systems 
for detecting leaks have value but 
do not really solve the problem. 
Definite recommendations to fore- 
stall future catastrophies are in- 
cluded in the report. They are: 

1. That gas and electrical equipment in- 
stalled in accordance with the requirements 
or recommendations of national associa- 
tions or with codes which have established 
standards of safety, such as the recom- 
mendations of the American Gas Associa- 
tion and the National Electrical Code. 


2. Installations should be made only by 
responsible and experienced personnel; and 
all gas lines should be installed only in 
well ventilated places in such a manner 
as to be free from unusual strain. 


3. Buildings should be sealed against 
ground seepage. 


4. Public buildings should be subject to 
inspection by a competent state supervisory 
bedy. 


5. The cooperation of gas companies, 
with their experienced personnel, should 
be enlisted to aid in minimizing hazards. 

A list compiled from Bureau of 
Mines records naming major explo- 
sions which have occured in the past 
five years due to the accumulation 
of gas-air mixtures in unventilated 
chambers and tunnels in the base- 
ments of buildings is also included 
in the report. 


What Causes Fires ? 


FIGURES RELEASED FROM THE KAN- 
SAS STATE DEPARTMENT OF INSPEC- 
tions and Registrations show that 
2691 fires were reported with losses 
totalling $2,536,364, during the year 
of 1937. 

The number of fires from un- 
known causes were 612. The fol- 
lowing tabulation lists some of the 
most prominent causes with the num- 
ber of fires for each: 


Stoves and. PUrnnces... 060.00... ci vee 333 
Chimneye and FIGs... sc ce ceees 327 
eo, ane i ee ORS 305 
Matches and Smoking................ 289 
Hot Ashes and Open Fires........... 169 
RE cian wraps eek ase a5 ON 107 
Gasoline and Kerosene.............+. 79 
NIE ankcci tec pe Raccveisie ova Vinge 5s 76 
Gas—Natural and Artificial.......... 65 
Spontaneous Combustion............. 58 
EMER dekh aid cai he es wnnd-oee . 
CRE DNB ia esc eile. oibis c dtersae a8 bles 49 
Rubbish and Litter. ......4.6 osceisicsees 31 
TSIEN. ar iia os eave Sie mares aloen ates 30 
Friction (from running machinery)... 28 
PINE cigiis oictod ViewieGle 4 a watneue 21 
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1937 Mutual Fire Premiums 
Up 11% 


PREMIUMS OF MAJOR MUTUAL FIRE 
INSURANCE COMPANIES OF THE UNIT- 
ed States registered during 1937 an 
11% gain over 1936 to reach an all- 
time peak, despite a fourth quarter in 
which the rate of increase dropped to 
4.6%, is shown by the annual sur- 
vey of its membership by the Amer- 
ican Mutual Alliance which compa- 
nies write approximately half of all 
mutual fire insurance. 

Reports from 52 companies show 
premiums of $54,578,986 as against 
$49,159,994 for 1936. The same 
companies returned in 1937 to their 
policyholder-members—as unneeded 
for the payment of losses, expenses, 
and reserve requirements—an aggre- 
gate of $13,193,648 as against $12,- 
502,783 in 1936. 

The heaviest gains were made in 
the automobile and inland marine 
classifications. Windstorm premiums 
showed a decrease from 1936, in re- 
flection of the trend toward includ- 
ing windstorms as merely one of a 
number of perils covered by “com- 
prehensive” polices. 

Premiums by classifications were: 
1937 1936 Increase 
-$54,578,986 $49,159,994 11.02% 
42,696,061 896,628 7.01% 

7,006,562 5,124,154 36.7 % 


581,934 42.2 % 
1,906,299 2,177,781 -12.5 % 
1,287,687 884,593 45.6 % 


Glen Walker 


WHEN WE HEARD ABOUT GLEN 
WALKER BEING ELECTED CHAIRMAN 
of the Board of the Millers Mutual 
Fire Insurance Company of Texas 
we set ourselves to write an espe- 
cially appreciative item about this 
veteran of the mutual insurance 
world. A prominent personality in 
every large mutual convention for 
years on end, he has always been a 
dependable wheel-horse when work 
for the advancement of mutual in- 
surance was needing to be done. A 
tall figure of a man with a slight 
Scotch burr in his tongue, a soft but 
incisive tone in his voice, a keen hu- 
man glance in his eyes, a quiet dis- 
tinction in his step and bearing—all 
contributing to make up a gentleman 
of both the old and new school— 
Glen Walker has been and is one to 
command attention in society, in 
business, on the speakers’ platform, 
anywhere. 

But to write an appreciation we 
were looking about for data concern- 
ing his early career when by great 
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All other.. 
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good luck came a clipping from the 
Fort Worth Star-Telegram which 
yields just what we wanted, and 
most of it is printed below. We 
smiled at the part which tells of his 
early doubts about mutual insurance. 
What a long way he has traveled 
during a swift-moving forty years! 
His name has become standard on 
various mutual insurance boards, his 
counsel always being tinctured with 


GLEN WALKER 


the essence of common sense. And 
so here is what the paper says about 
how he has grown up: 


The founder of Texas’ oldest insurance 
company took on a new title yesterday, but 
kept his same job as head of the firm he 
founded here 40 years ago. 


Glen Walker, elevated from presidency to 
chairman of Millers Mutual Fire Insurance 
Company, said last night the move merely 
marks another milestone in the career he 
hopes will end “in the harness.” 

The restless energy still exists in the 
man, whose shadow for half a century has 
spread over Fort Worth business, govern- 
mental and civic affairs. 

His pride in the growth of an insurance 
firm from a strictly Fort Worth concern to 
one of nationwide standing is that of a 
father for a successful son. 

Friends pointed out, however, that he has 
worked equally as hard to promote the 
city’s park system, its recreational facilities 
and its business prestige. 

A member of the first park board, he 
aided in purchasing the sites for Forest and 
Trinity Parks. 

As a member of the commission that 
drafted the present city charter in 1925, he 
provided for enlargement of the park and 
recreation boards. He has served on the 
recreation board for the past 12 years. Dur- 
ing the World War he was a Red Cross 
chairman here. 

His business development had an almost 
story-book start in a one-room office. 


* igan. 


The late M. P. Bewley, founder of Bew- 
ley Mills, first employed the 19-year-old 
Walker when he came to Fort Worth from 
Virginia. Ten years later, Bewley sug- 
gested to Walker that he organize a mutual 
corporation for insuring mills and elevators 
against fire. 

“It can’t be done—it isn’t safe,” 
Walker. 

But he studied the history of mutual com- 
panies and decided thoughtful management 
could produce a going concern. 

His first employe was Ed K. Collett, who 
yesterday was promoted from secretary to 
president of the company. His plan of sur- 
rounding himself with men intent on stay- 
ing in the firm has produced service records 
like those of Jack B. Knight, promoted 
from assistant secretary to secretary yester- 
day, and of Dan Priest, elevated from as- 
sistant treasurer to treasurer. 

Walker’s original plan to insure against 
mill losses exclusively lasted only 10 years 
before the firm began expanding into other 
lines of fire underwriting. 

Today it writes almost all types of pol- 
icies and has offices in a, cities of the 
country. Its $200,000,000 in insurance is 
spread over 37 States. 

Walker said last night that the company 
has returned dividend savings to policy 
holders each year since its formation. Last 
year it turned back $280,000. Since organ- 
ization the company has paid $5,746,000 in 
dividends and has paid out $7,373,000 in 


losses. 


said 


Wisconsin Mutuals 
Convention 


THE WISCONSIN ASSOCIATION OF 
MUTUAL INSURANCE COMPANIES 
which heretofore has held biennial 
conventions, this year embarked on 
a more ambitious program and re- 
solved to meet annually. This new 
idea was inaugurated at the gather- 
ing held at Madison, Wisconsin on 
February 9th and 10th. 

The general subject of the first 
day’s discussion was centered around 
standard articles of organization, 
with talks by Commissioner Morten- 
son and various members who spoke 
on different phases of the topic. 

Rural Electrical Inspection, as 
supervised under the auspices of 
the Advisory Board of the R.E./ 
was explained by J. A. Becker, Di- 
rector of that organization and Pro- 
fessor R. A. Froker told of the 
mutual insurance school conducted 
at the University of Wisconsin. 
Gordon Bubolz reported on the an- 
nual convention of the National As- 
sociation of Mutual Insurance Com- 
panies held at Grand Rapids, Mich- 
At the opening of the con- 
vention Mayor Law of Madison gave 
the delegates the key to the city “and 
President F. A. Frederich responded. 

There was an unusually large at- 
tendance at the banquet following the 
first day’s session where talks on 

(Continued on page 28) 

















Too often the first reaction of the public when 
panic conditions in the market appear, is that 
short selling is the dominant, if not the 


sole, motivating cause. 


Photo by 
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T HERE are many perennials to be 
found in Wall Street’s financial 
garden. One of the hardiest of these 
is short selling. According to popu- 
lar version this particular plant 
grows only in shaded areas and 
flourishes only at the expense of 
others,—a blighting parasite. 

It is much easier to find an emo- 
tional basis for this belief than to 
find a rational one. In general those 
who buy are regarded with favor by 
the farmer, the manufacturer, the 
wholesaler and the retailer. In par- 
ticular those owning securities or 
commodities stand to gain if prices 
advance and to lose if they decline. 
Hence sellers generally are only to 
be tolerated. But short sellers—those 
who sell that which they do not own 
—can have no standing whatever. 
They have nothing to sell yet force 
prices down to the obvious injury 
of all. So runs the emotional rea- 
soning. 

What is needed, however, is light 
not heat on this controversial issue. 
It is not a problem easy of solution, 
otherwise it would not have con- 
tinued a problem so long. A careful 
canvas of the literature on this sub- 
ject will reveal few facts but many 
arguments. With respect to the argu- 
ments it is fair to say that they turn 
as a whole on the question of the 
effect of short selling upon prices. 

On the pro side it is maintained 
that short selling stabilizes prices — 
minimizing the extremes to which 
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prices would otherwise move both 
upward and downward. To accom- 
plish this result, short sellers are 
represented as entering the market 
(selling short) in the latter phase of 
price advances thus preventing them 
from reaching unwarranted heights. 
These short positions are later closed 
or “covered” by purchases as prices 
decline thus helping to prevent prices 
from declining unduly. 

On the con side it is asserted that 
short sellers in fact enter the market 
by selling short after prices have 
started down thus giving the down- 
ward drift an extra and unwarranted 
push, covering after the market has 
broken to abnormally low levels. So 
the issue is joined. Its answer ob- 
viously lies in a knowledge of (1) 
when in the cycle of prices short 
sellers do enter and leave the market 
and (2) whether the extent to which 
they trade is sufficiently large in the 
aggregate to affect the course of 
prices. 

While these questions are not easy 
to answer, some information is to 
be had bearing on them and their 
importance in the field of security 
investments warrants their consid- 
eration. It should be recalled that 
the long decline of security values 
through 1930, 1931 and 1932 came 
perilously near wrecking our entire 
financial structure. Many banks 
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Appears Again 


closed their doors because of de- 
pleted investments and frozen loans 
based on security collateral; and in- 
surance companies generally resorted 
to arbitrary convention values to pre- 
serve an appearance of adequate re- 
serves. Was short selling of any 
importance during this period in 
either forcing security values down- 
ward or supporting them? Last fall 
security values were again drastical- 
ly deflated. Was this due in any 
measure to short selling? Or did 
covering purchases by short sellers 
prevent prices from falling to even 
lower: levels? 


Experience on the New York 
Stock Exchange 

T is to the erganized exchanges 

and particularly the New York 
Stock Exchange that one would look 
for facts bearing on these questions. 
Trading on the New York Stock 
Exchange is much greater than on all 
other exchanges combined. It pro- 
vides the market leadership for all 
of the other markets as well as the 
broadest facilities for short selling. 
The earliest quantitative information 
to be had from this exchange re- 
garding the extent of short selling 
is for November 12, 1929. As of 
this date there was outstanding a 
short interest having an estimated 
market value of $90,000,000, in con- 
trast to a long trading interest of 
$5,063,000,000. Thus the short in- 
terest amounted to less than 2 per 
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cent of the long interest. The next 
date for which information is avail- 
able is June 26, 1931, a year and a 
half later during which stock prices 
gradually declined. At this point the 
short interest amounted to 15 per 
cent of the long interest, the market 
value of the aggregate short position 
being $213,000,000 and of the long 
position being $1,391,000,000. 

Two points are of interest in this 
comparison. The first is that while 
stock prices were declining the short 
interest was increasing both in abso- 
lute amount (from $90,000,000 to 
$213,000,000) and relative to the 
long interest (from 2 per cent to 
15 per cent). These facts support 
rather clearly the belief that short 
sellers tend to exaggerate downward 
swings in prices. At the peak of 
prices in 1929 their position was 
small. It increased through addi- 
tional short selling as the market 
declined. 

The second point shown in the 
comparison is that during this period 
the short interest was not, in fact, 
of very large proportions, being for 
the latter date only 15 per cent of 
the long interest. In terms of trad- 
ing, sales by long interests were thus 
from 6 to 50 times the volume of 
short sales. Stated in this light 
short selling does not appear to be 
of such great importance as its op- 
ponents often represent it. 

Since June 1931, the New York 
Stock Exchange has regularly com- 
piled total short positions of custo- 
mers of that market usually as of the 
end of each month. From these data 
we can compare the relative import- 
ance of the short interest to the long 
during the recent decline in stock 
values. From September 1 to De- 
cember 1, 1937 the short interest 
decreased from $48,700,000 to $42,- 
800,000 while the long interest was 
decreasing from $1,186,000,000 to 
$726,000,000. Thus in percentage, 
the short interest increased from 4.1 
per cent of the long on September 1 
to 5.9 per cent on December 1, 1937. 
We have here about the same story 
as that of the earlier period: (1) 
the short interest increasing in rela- 
tive importance as the market de- 
clined but (2) being quite small 
compared to the long interest. 


HESE comparisons have the 

same limitation that all balance 
sheet comparisons have, namely, th2y 
do not tell the story between the 
dates shown. A great deal of short 
selling and covering could have oc- 
curred between the dates recorded. 
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The only volume figures available to 
show the extent of such in-and-out 
trading are for a 3-week period in 
September, 1937. For this period, 
during which security values were 
melting rapidly, the New York Stock 
Exchange compiled a complete rec- 
ord of all short sales for. 5 market 
leaders: United States Steel, Gen- 
eral Motors, New York Central, 
Standard Oil of New Jersey, and 
American Telephone and Telegraph. 


The importance of short selling 
among these 5 issues is shown in 
Table 1. Selling in any stock must 
come from one of two sources: (1) 
from those who already own the 
stock and decide to sell, referred to 
in trading terminology as long liqui- 
dation, or (2) from those who do not 
own the stock and borrow for deliv- 
ery, referred to as short selling. 

Table 1.—Volume and percent of short 
sales in 5 leading stocks, New York Stock 
Exchange, Sept. 7-25, 1937. 

Per cent: 
short 
sales 
to total 


31.9 
30.3 


Total sales 
on Ex- Short 
sales 
19,700 
266,900 
108,000 20.4 
70,300 14.1 


111,800 5.6 


Common 
Stock change 


A. T. & T...... 65 
U. S. Steel... .881,000 
Gen. Motors ..529,600 
N. Y. Central.498,300 
Stand. O. of 
Md 


Average 


During this period of rapidly de- 
clining prices short selling consti- 
tuted 22 per cent of all selling for 


these 5 issues. Twenty-two per cent 
is sufficiently large to be regarded as 
a real market factor. Furthermore 
the figures are for leading stocks 
which, in a measure at least, set the 
tempo for the entire market. 

The facts which have been pre- 
sented are fragmentary in character 
though they constitute about all that 
is available to date. They suggest 
the following observations: 


(1) That short sellers move with 
the market and not against it. Stated 
another way, short selling appears to 
grow in importance as the market 
declines, not as it advances. It, there- 
fore, tends to accentuate market 
price swings rather than minimize 
them. 


(2) That, judged by positions held 
by short sellers compared to long 
market positions, short selling is not 
of very great importance. 

(3) That, judged by trading, short 
selling may at times be a real market 
factor in accentuating downward 
price swings. It may also prove, at 
times, a substantial damper on up- 
ward price swings. But factual in- 
formation on this latter point is 
lacking. 


Recent Reform 

HE New York Stock Exchange 

has recogniz: 1 for some time the 
possibility of s:ort selling aiding 
market declines. To guard against 
this possibility it amended its rules 
on October 5, 1931 to have the effect 
of requiring that members could not 
execute short selling orders at a 
figure lower than the last quotation. 
The obvious design of this rule was 
to prevent short sellers from offering 
down and in turn selling down the 
market. Whether in fact it has had 
this effect is difficult to state. The 
evidence cited above with reference 
to last fall indicates that it has not. 
This is the interpretation placed up- 
on the rule by the Securities and Ex- 
change Commission who, under the 
Securities Exchange Act of 1934, are 
granted broad powers to regulate or 
restrain short selling. 

Accordingly on January 24 of this 
year the Commission raised the Ex- 
change ante one higher. As of Feb- 
ruary 8, 1938 it becomes unlawful 
for anyone to sell short on a national 
exchange “any security at or below 
the price at which the last sale there- 
of, regular way, was effected on such 
exchange.” In effect this means that 
short sales can only be made on a 
rising market. To be executed at 
all, orders to sell short must be 
filled at a figure at least % of a point 
above the last sale price. 


There is then in this regulation a 
definite attempt on the part of the 
Government to stop all short selling 
which moves with the market. At 
the same time the way is left open 
for short sellers to move against the 
market since in advancing markets 
short selling is in no way restricted. 
It is interesting to note that this new 
rule specifically exempts short sales 
by those selling in odd lots. Odd-lot 
transactions are those for less than 
100 shares. They represent the trad- 
ing by-and-large of the non-profes- 
sional public. This area is exempt 
mainly for the reason that among 
this group short selling is unim- 
portant. When the public trades it 
does so for long and not for short 
account. 


On paper this new rule would ap- 
pear to be a good one. Like many 
other business techniques, short sell- 
ing can serve a useful purpose prop- 
erly used; it can also have a socially 
harmful effect. How the rule will 
work out in practice remains to be 
seen. The stock market today is a 
very narrow one compared to that 
of a few years back. Prices break 
and advance suddenly on a turnover 

(Continued on page 27) 
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Concentrations of wealth bring concentrations of responsibility. 


Liquidations in New York 


BY MILTON O. LOYSEN 


SPECIAL DEPUTY SUPT. 


IN CHARGE OF BUREAU OF 


LIQUIDATIONS, CONSERVATIONS AND REHABILITA- 
TIONS, NEW YORK INSURANCE DEPARTMENT. 


URING the course of the past 
D twenty-eight years, while the 

Insurance Department has su- 
pervised the business and affairs ot 
delinquent and insolvent insurers, its 
Liquidation Bureau has taken over 
for liquidation, rehabilitation or con- 
servation some 223 insurance com- 
panies, exclusive of the 29 title and 
mortgage guaranty companies, which 
have been in liquidation or rehabilita- 
tion under the Superintendent’s su- 
pervision since February, 1932. 

Final distribution to creditors has 
been made in liquidation proceedings, 
and rehabilitation or conservation 
proceedings have been completed, 
in all except 20 of the 223 insurance 
company proceedings up to this time. 
There is only one case out of the 
twenty pending proceedings where 
no order of distribution to creditors 
has yet been entered. That proceed- 
ing was commenced during Novem- 


ber, 1937. 


The Liquidation Bureau was or- 
ganized in 1909 pursuant to legisla- 
tion sponsored by Governor Hughes. 
His investigations had revealed “the 
serious delays and enormous waste 
connected with receiverships” and 
had suggested that a skilled staff 
employed as part of the permanent 
State Insurance Department would 
do a more efficient job of it. 


N the early years of the Bureau’s 

experience each company taken 
over was administered in its own 
offices. In recent years, a central 
office has been established in New 
York, which at the present time is 
located at 111 John Street, New 
York City, and the administration 
of companies taken over is trans- 
fered promptly to this one office. 

Section 63 of the Insurance Law, 
now repealed, set up the mechanics 
for taking an insurance company 
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over for liquidation. It was a good 
section and worked well without 
amendment for many years. In 1931, 
however, when the Liquidation 
Bureau began to be deluged with 
new work mainly in casualty and 
surety lines, and when more speed 
was required, old Section 63 could 
not stand the gaff. It was not gaited 
to the new problems confronting the 
business. In consequence, Hon. 
George S. Van Schaick, then Super- 
intendent of Insurance, delegated 
his counsel Howard C. Spencer to 
draft a modern and workable model 
designed for greater speed and more 
flexibility. The superintendent, noted 
himself as an indefatigable worker, 
demanded that every effort be bent 
toward relieving the distress rapidly 
piling up among creditors of these 
delinquent companies. By March of 
1932, Section 63 had been super- 
seded by the new statute, Article XI. 
Almost immediately thereafter the 
Southern Surety Company of New 
York became insolvent and Article 
XI was employed for the first time 
in this major liquidation. It is well 
that the new statute received such a 
baptism, because beginning in 1933 
the Department took over some 
twenty companies in rapid succes- 
sion. The superintendent, aided by 
Article XI, demonstrated his capac- 
ity for action with speed. 


HI barest outline of the steps 

taken in the liquidation, rehabili- 
tation or conservation of a company 
under Article XI would make a 
lengthy document and would proba- 
bly be of little interest to the majority 
of insyrance men. By this time the 
reasons for the actions taken by the 
Liquidator in New York may be 
largely found in case law built up 
over a long period of years. There 
have been contests on nearly every 
important step taken, but the pro- 
cedure is now fairly well established. 
Few amendments have been made to 
the statute up to this time. The 
Bureau, however, in the light of its 
experience, has suggested some 
rather important changes for inclu- 
sion in the Tentative Draft of the 
New York Law now being con- 
sidered by the joint legislative com- 
mittee. 

In the handling of delinquent and 
insolvent insurers there seems to be 
a never ending series of dramatic 
events. One unforgettable scene 
arises in the meeting with the officers 
and employees of the companies just 
as they are being taken over. Many 
such persons saw their work of a 
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life time blasted away and their 
hopes and expectations brushed 
aside. The witnessing of the out- 
ward expression of these “all-gone” 
feelings and of the mental anguish 
mixed with a certain joy from the 
release of a great tension and strain 
over a period of weeks and some- 
times months prior to the take-over, 
is a heartrending experience, the 
memory of which cannot be erased. 
The speed with which delinquent or- 
ganizations are broken down and the 
necessity for quick and positive ac- 
tion leave little time for sympathiz- 
ing with the feelings we know exist. 
The realization that the company or- 
ganization has evaporated in one 
swift stroke is soon confirmed as 
representatives of the Liquidation 
Bureau move through the office, talk 
to individual members of the staff 
and select the people deemed neces- 
sary in the business of liquidation. 
The company practices go out and a 
new procedure is in order. Em- 
ployees having the greatest degree of 
adaptability to new situations are 
the most valuable to the Bureau, 
since there is little time for training 
new employees and furnishing them 
with the new background of practical 
and legal experience in this work. 

The impact with which a “take- 
over” descends on an insurance com- 
pany may leave an impression of 
undue haste. Long before, however, 
the Insurance Department examiners 
had been pouring over the books of 
the company checking and recheck- 
ing to verify the impairment of capi- 
tal or surplus which was evident. 
Warnings had gone to the officials 
of the company. Only when the 
the capital or minimum surplus im- 
pairment has not been removed in a 
reasonable length of time does the 
Liquidation Bureau step in. Then 
it does so with dispatch. 


FTER the “take-over,” the new 

administrators set themselves 
to the difficult and lengthy task of 
adjusting claims and marshalling 
assets. The adjustment of claims 
may be a major and difficult opera- 
tion for a going concern, but in the 
case of a company in liquidation it is 
infinitely more difficult; for now all 
claims are asserted for payment at 
once and they are largely of an 
undetermined nature. Some claims 
are filed which even the company did 
not know existed. Occasionally, a 
company has been guilty of a repre- 
hensible scheme, at examination time, 
of creating a larger surplus by “los- 
ing” open claims in the closed claim 
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files. To some extent these unlisted 
claims are balanced off in the end by 
the failure of a few who have legiti- 
mate claims and fail to file at all. 


Most of the claims are determined 
after conferences and hearings at 
which agreements are reached. Fre- 
quently, resort is had to a referee 
appointed by a court, and in some 
instances claim litigation is carried 
into the Appellate Courts. When all 
claims are finally determined, it is 
usually found that they approximate 
the liabilities estimated by the ex- 
aminers who determined that the 
company should be liquidated. This 
check of work done by two separate 
bureaus, working independently of 
each other within the Insurance De- 
partment, provides a good test of the 
accuracy with which this work is 
done. 

The Liquidation Bureau has re- 
ceived and filed more than 222,000 
individual claims from countrywide 
policyholders and creditors since 
January 1, 1931. Less than one per- 
cent of the total claims received are 
still open and undetermined. During 
the year ended July 31, 1937, some 
20,485 creditors’ claims were dis- 
posed of either by trial, adjustment 
or withdrawal. 

From time to time, reports of prog- 
ress are made. When claims have 
been finally adjudicated and all the 
assets have been distributed a final 
report and verification is filed and 
the proceeding is classified as com- 
pleted or inactive. In the case of 87 
proceedings completed by the Bu- 
reau, creditors have received 100 per- 
cent of their claims. 

Occasionally, it is possible to save 
an insurance company rather than 
liquidate it. Article XI of the In- 
surance Law, (Article XVI of the 
Revision), provides for the rehabili- 
tation and conservation of delinquent 
insurance companies. Several com- 
panies have been succored under the 
provisions of this statute. 


HE rehabilitation of the Globe 

and Rutgers Fire Insurance Com- 
pany, was, perhaps, the most note- 
worthy of these and is typical of 
one kind of rehabilitation proceeding. 
Globe and Rutgers was the third 
largest fire insurance company in the 
United States. It had between 400,- 
000 and 500,000 policyholders and 
about 1,000 employees. After the 
Company was taken over, a substan- 
tial portion of its business was rein- 
sured, and a committee was formed 
to draw up a plan of reorganization. 
In due time a sound plan was sub- 


mitted to the Superintendent of In- 
surance and approved by him, and 
by creditors and the Court as well. 
Within twenty months after it had 
been taken over for rehabilitation the 
Company had been restored to its 
stockholders, had in its possession 
capital funds of $6,000,000 and was 
under the direction of insurance 
executives of high standing. 

In the case of the Consolidated 
Taxpayers Mutual Insurance Com- 
pany another entirely different type 
of rehabilitation plan was worked 
out. Here a large deficit was made 
up and a surplus created through the 
levy of an assessment by the Re- 
habilitator. During a period of about 
five months the company was being 
operated on a limited basis by the 
Rehabilitator. Claim investigations 
went on as usual, settlements were 
negotiated on the “if, as and when” 
basis and renewal business was ac- 
cepted. This type of company covers 
public liability risks, a large per- 
centage of which are on the pro- 
hibited list of the so-called old line 
stock and mutual cariers and func- 
tions within a comparatively small 
area. A large percentage of the 
policyholders of this company would 
not have been able to obtain insur- 
ance elsewhere. At the instigation of 
a small group of the directors of the 
company, several mass meetings were 
held to retain the confidence of pol- 
icyholders, and through the efforts 
of the self-appointed committee of 
policyholders, a substantial amount 
was obtained in cash to be applied 
toward the discharge of liability for 
assessment if and when levied by the 
Rehabilitator. When the assessment 
was levied by the court under Section 
422 of the Insurance Law, it was at 
once a success. Within five months 
after the company had been taken 
over it was returned by the Depart- 
ment to a revised management. Since 
August 1935, when the Rehabilitator 
retired, the number of policyholders 
has increased and the company has 
an even larger surplus. This was the 
first attempt ever made in the history 
of the New York Department to re- 
habilitate a mutual company. 

The disposition of the National 
Surety Company represents a second 
type of rehabilitation proceeding. In 
this case a new company was created 
out of the assets of the old to pre- 
serve the perishable parts of the 
business. All of the stock of the new 
company was issued to the Super- 
intendent of Insurance for the bene- 
fit of creditors of the old company, 
which was then placed in liquidation. 
The stock of the new company was 
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Editorial 
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cannot expect to make the best 
mouse-traps, so that the world will 
beat a path to his door. 


OME of the keenest thinkers in 

the profession hold that there is 
undue concentration of business in 
three groups—the large office prac- 
ticing corporation law, which can af- 
ford the salaries of the numerous 
skilled specialists such practice en- 
tails; the lawyer with strong politi- 
cal or underworld connections; and 
the well-organized ambulance chas- 
ing firm. They secure a dispropor- 
tionate share of the fees and busi- 
ness for one reason—people who 
want their services know where to 
find them. 

The great mass of lawyers are not 
in close enough contact with potential 
clients to permit them to secure a 
volume of business which can be 
handled at reasonable fees. They 
are not organized to educate the pub- 
lic in its need for legal services. And 
in types of cases with which they are 
not familiar they are seldom worth 
their fees, for) they must educate 
themselves at the client’s expense by 
research into the law applicable to 
the special case. Suggested as the 
logical remedy for this situation has 
been the legal service bureau, in 
which a number of lawyers would 
be joined to render standard legal 
services at low fixed fees. It could 
use advertising in newspapers and 
other media, both to attract clients 
and to educate the public as to its 
needs for legal services. Advertis- 
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ing as a solution to the problem of 
contacting potential clients, once the 
ethical objections have been minim- 
ized by making it a cooperative ven- 
ture, seems to business a remedy so 
simple as to be obvious. 

A survey which would develop the 
real facts behind the legal profes- 
sion’s economic difficulties would 
necessarily follow numerous lines of 
inquiry, many of which are indicated 
in the surveys already made else- 
where and described on another page 
of this issue. 

Probably the profession itself has 
not the detached viewpoint neces- 
sary to carry out such a project; it 
plainly botched the job when it at- 
tempted its Missouri survey. Busi- 
ness could have such a survey made 
by outside experts, under ordinary 
conditions, but at the moment its 
case is pending before the Missouri 
Supreme Court and it can hardly af- 
ford to lay itself open to the charge 
that it is attempting to influence that 
court’s members. Certainly any in- 
dependent research agency that has 
skilled investigators available could 
determine quickly, over an area such 
as St. Louis, whether the theories 
upon which the unauthorized prac- 
tice campaign is based are or are 
not open to question. Possibly a 
complete and really significant sur- 
vey of Missouri’s legal profession 
can be made only by a legislative 
investigating committee armed with 
the power of subpoena. 

But there can be little doubt that 
such a survey should be made, and 
quickly, before the campaign of the 
legal profession against business be- 
comes a snowball rolling downhill 
that no one can control. 


BAR SURVEYS—AN INQUIRY INTO 
THEIR FINDINGS AND METHODS 


By L.A. FITZGERALD 


RADITIONALLY none save 
the lawyer may write upon the 

_ mysteries of the law, and that 
his has not been an idle pen is evi- 
denced by the shelves of brownish 
tomes, lacking in pictures but replete 
with eye-straining footnotes, which 
line the walls of the nation’s libraries 
and law offices; they have con- 
tributed more than any single factor 
toward the forming of the picture 
which the average business man 
once held of the lawyer as a dusty 
fellow, more concerned with Eliza- 
bethan precedent and Latin catch- 
phrases than with the conditions and 


circumstances of everyday life. It 
is only because this picture changes, 
and the lawyer currently threatens to 
become something of a power in 
the business world, that this lay- 
man makes bold to.trespass upon the 
forbidden field of lawyers and the 
law. 

For there can be little doubt that 
the lawyer begins to intrude ever 
more intimately into the affairs of 
business. Today he is included in 
every directorate, is consulted on 
many problems of management, his 
function is more and more taken to 
be the prevention of litigation, by 
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sage advance counsel, than its pur- 
suit. It is understandable that recent- 
ly he has begun to become extremely 
articulate upon the question of his 
rights. 

This has taken the form, as can be 
testified by any man engaged in a 
business where some degree of legal 
knowledge is requisite, of campaigns 
against what the attorney terms “the 
unauthorized practice of law.” The 
lawyer has begun to accuse the busi- 
ness man of performing, as a part-of 
his business routine, acts which he 
holds are in reality the exclusive 
prerogative of the lawyer. From 
time to time he even hales the busi- 
ness man into court to defend himself 
against the charge that he is invading 
the monopoly upon the performance 
of legal services which the courts 
have given the attorney, with the idea 
of protecting the public against those 
who would attempt to render these 
services without first having under- 
gone the requisite training, or having 
made themselves subject to the neces- 
sary discipline. 


OR a short time this situation 

puzzled the average business man, 
who admittedly has neither the train- 
ing nor the desire to compete with the 
licensed attorney in the practice of 
law. 

“What is this all about?” he has been 
inquiring. “Certainly we pay lawyers 
generously when we have occasion to use 
them. Why should they be put to the 
expedient of forcing us, through the courts, 
to hire them for the performing of numer- 
ous small services which we have been per- 
forming for ourselves for many years, 
and which it has been our experience we 
can perform far more efficiently than any 
lawyer?” 

The average business man is, of 
course, nothing if not a realist. So 
despite the insistence of the lawyers 
that such campaigns against him 
were being made entirely as a matter 
of public welfare, he was quick to 
recognize that they must have their 
genesis in the economic condition of 
the legal profession. 

Now it is the way of business, 
when faced with an economniic prob- 
lem, to make a determined effort to 
find all the facts before making any 
attempt at any solution. So when 
it was realized that campaigns against 
“the unauthorized practice of law” 
were engendered by the economic 
condition of the legal profession, 
business began to inquire as to the 
facts concerning the financial side of 
the practice of law. 

It found that the legal profession, 
although it has engaged in a great 
deal of vague and informal talk on 
the subject, has done little real re- 
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search looking toward the determina- 
tion of what is wrong with the in- 
ternal workings of the Bar, and with 
its relations with the public by which 
it must be sustained. Some surveys, 
on a_ state-wide basis, have been 
made. Some have been well made, 
others have been made poorly. 

It is to set out the facts which 
such surveys have established, and 
the methods which they have fol- 


lowed, that this article is written. 
It is not its purpose to engage in 


argument upon the points at issue be- 
tween business and the Bar; but it 
might be well to clarify some of these 
points before progressing to any sta- 
tistical consideration of them. 


HE average lawyer seems to take 
facts for granted: 

1. That the legal profession is 
overcrowded. 

2. That a major reason why his income 
is not larger is that he is subjected to 
the competition, in special fields, of per- 
sons who are not licensed to practice law. 

3. That it is entirely in the public inter- 
est that none save lawyers be permitted to 
perform any act which it is possible to 
consider constitutes the practice of law. 

That the legal profession is over- 
crowded matter of opinion. 
Naturally the lawyer holds that it is. 
Men in any other line of business 
are prone to say the same thing about 
their own fields. But it seems more 
or less obvious that overcrowding is 
largely a matter of definition. For 
instance, are there more lawyers per 
capita, in the same areas, than there 
were a generation ago? Does the 
lawyer today have more opportunities 
to conduct a profitable legal business 
than his predecessor had? These are 
things which can be examined sta- 
tistically. 

That his earnings are cut by the 
activities of unauthorized practi- 
tioners is, too, a matter upon which 
research should be able to throw 
some light. How much money does 
the lawyer make, both in terms of 
dollars, and in terms of contrast with 
other professions? From what type 
of legal work is most of his income 
derived? Are there factors at work 
within the profession which make for 
the impoverishment of some lawyers 
for the benefit of others? 
the public pay an ample aggregate 
sum in legal fees, only to see it in- 
equitably distributed among the 
lawyers themselves ? 

To what extent is it in the public 
interest to compel business to hire 
lawyers for every task involving even 
a modicum of legal knowledge? Is 
the legal profession satisfactorily per- 
forming its duty of furnishing legal 
service to those unable to pay for it, 


badly 


is a 


Does 
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a duty imposed upon it by the 
monopoly which the courts have 
given it upon the performance of 
legal services ? 


HESE and other questions re- 
quire answers, if any intelligent 
approach is to be made to the prob- 
lem of improving the economic status 
of the Bar. Surveys seeking to de- 
termine the facts have been made— 
notably in Wisconsin, California, 
New York county, Connecticut, and 
Missouri—and some have been made 
with painstaking thoroughness ; 
others have been poorly conceived 
and more poorly executed. But at 
best they have answered only in part 
the questions that need answering. 
As an example of the type of sur- 
vey which may be almost entirely 
disregarded, Missouri may well be 
disposed of first. The Missouri sur- 
vey was conducted in 1933 by a 
“Committee on the Welfare of the 
sar” headed by Dupuy G. Warrick ; 
its method was the sending of ques- 
tionaires soliciting information on 
divers matters to some 1,700 mem- 
bers of the Missouri Bar. Only 237 
replies were received. 

The 237 gave it as their “aggregate 
opinion” that 55% of Missouri's 
lawyers could handle all of the legal 
business available in that state. They 
observed that there was a considera- 
ble amount of unauthorized practice 
of law of one sort or another going 
on, and recommended that a mini- 
mum fee schedule about 150% 
higher than the rates then current 
be established. A number of the 
lawyers replying to the questionaire 
reported their incomes as of 1929 
and 1933. 

That the overcrowding of the 
Missouri Bar is merely opinion is 
indicated by a consideration of the 
United States Census figures for the 
number of lawyers per capita, both 
in Missouri and in St. Louis, over 


a period of years. Such a table 
shows the following situation: 
MISSOURI 

Per 
Year Population Lawyers Capita 
1880 2,168,380 2,907 746 
1890 2,679,185 3,954 678 
1900 3,106,665 5,224 595 
1910 3,293,335 4,556 723 
1920 3,404,055 4,506 755 
1930 3,629,367 5,560 653 

ST. LOUIS 

Per 
Year Population Lawyers Capita 
1880 350,518 763 459 
1890 451,770 652 693 
1900 575,238 1,035 556 
1910 687,029 1,130 608 
1920 772,897 1,285 601 
1930 821,960 1,507 545 





A similar showing was made in 
the survey which is admittedly 
the most thorough yet made on the 
subject of the economic condition of 
the Bar—that of Wisconsin’s legal 
profession conducted several years 
ago by Dean Lloyd K. Garrison of 
the University of Wisconsin Law 
School, and by a survey of the Cali- 
fornia Bar which followed the same 
general lines. 


The Missouri survey, upon which 
the current campaign against “un- 
authorized practice of law” in that 
state is presumably based, was 
characterized as “unscientific in some 
of its objectives, in most of its 
methods, and in nearly all of its con- 
clusions” by Prof. Wiley V. Rut- 
ledge, at that time of St. Louis’ 
Washington University Law School 
and now of Iowa State College, in 
an address before the 32nd annual 
meeting of the Association of Ameri- 
can Law Schools, held at Chicago on 
December 27, 1934. 


In commenting upon the inadequa- 
cies of the survey, Prof. Rutledge 
declared : 


“T have not undertaken to comment upon 
the obvious omissions of the survey. The 
‘hot potato’ of contingent fees was not 
touched, even with gloves. This appears 
to me one of the most fertile fields for 
3ar investigation. Nothing was attempted 
in the way of discovering the relation 
between our rule of substantive law in 
personal injury cases, commonly known as 
the ‘humanitarian doctrine’, and the welfare 
of the Bar and the public, other than the 
general suggestions that the Bar go after 
the ‘ambulance chaser’. Nor was any at- 
tempt made to determine the relation be- 
tween professional welfare and the ‘law 
factory’. The latter is distinctively an 
urban institution, and the writer suspects 
that it may have much to do in explain- 
ing the success of the older city lawyer 
in retaining his business, in contrast to 
the tragic decline of the older country 
lawyer’s income. It may explain also the 
fact that the youngest lawyer in the city 
earns approximately one-third less than his 
country colleague. Beyond this is the en- 
tire question of the effect of the concentra- 
tion of the cream of urban business in 
the legal factory, not only upon the financial 
condition of its competitors who prefer 
to remain professional men, but also upon 
the independence and breadth of its lawyer 
employes. These and other omissions might 
be mentioned. I refer in closing to one 
which I hope will be continued by Dean 
Garrison of Wisconsin, which I think is 
the important phase of survey work that 
the legal profession can undertake, and 
that is the whole question of justice for 
the poor. With 23,000,000 people on re- 
lief, out of our population, and probably 
20.000,000 to 25,000,000 more existing at a 
subsistence level, those people need, un- 
questionably, a vast amount of legal serv- 
ice. And while the Wisconsin district 
attorneys may be furnishing it to them ef- 
fectively, I doubt very much whether that 
is true of the Missouri district attorneys.” 
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Bienes Garrison survey of the Wis- 
consin Bar, while it found that 
the number of lawyers per capita in 
that state had remained fairly con- 
stant since 1880, admitted that a 
growth in population did not neces- 
sarily mean that there must be a 
proportionate growth in the oppor- 
tunities for profitable conduct of a 
law practice. So it made the further 
interesting study of how much in- 
crease there has been since 1880 in 
the factors which should make for 
a multiplication of the lawyer's op- 
portunities for profitable practice. 


Various indices were taken — the 
total number of papers filed with 
the Register of Deeds, the number 
of civil and criminal suits begun in 
the federal, circuit, county, and 
municipal courts of Wisconsin, the 
amount of suit tax paid, the number 
of estates probated, the amount of 
inheritance tax paid, the number of 
divorces granted, the number of 
cases arising under the Workmen’s 
Compensation Act, appeals taken to 
the Wisconsin Supreme Court, the 
number of business failures, the 
number of bankruptcy cases con- 
cluded, the total amount of fees paid 
to lawyers in bankruptcy proceed- 
ings, the total number of automo- 
biles, the total value of manufac- 
tured products, the average number 
of workers in manufacturing estab- 
lishments, the total value of all farm 
property, and the total amount in 
dollars of farm mortgages—and their 
growths over ten-year periods were 
contrasted with the growth in the 
number of the state’s lawyers. 

The connection between some of 
these indices and the prosperity of 
the Bar would seem to the average 
person remote; the correlation be- 
tween the prosperity of Wisconsin’s 
legal profession and other of the 
indices would seem likely to be very 
close. At any rate, almost without 
exception it was found that these in- 
dices of legal opportunity have in- 
creased at a pace very much swifter 
than the number of lawyers. 

The Wisconsin survey went very 
thoroughly into the subject of the in- 
comes of lawyers, aided by the state 
law which makes income tax returns 
open to public inspection. A typical 
finding was that in Milwaukee in 
1930 lawyers. who had been in prac- 
tice for less than four years averaged 
$1,772 in annual earnings, and that 
the peak average was $10,415—this 
for attorneys who had been in prac- 
tice there between 30 and 34 years. 
In comparing these income figures 
with those of other professions it was 
found that lawyers average some- 
what higher than physicians, except 
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during the few years immediately 
following their entrance into prac- 
tice. 

The Missouri survey, while so un- 
scientific as to make its conclusions 
open to grave doubt, found that the 
average earnings of the lawyers re- 
porting was very much higher. Re- 
porting St. Louis lawyers averaged 
$9,650 in 1929 and $6,790 in 1933. 
Reporting Kansas City lawyers 
averaged $9,165 in 1929 and $7,450 
in 1933. Lawyers reporting from 
other sections of the state averaged 
$3,614.50 in 1929 and $3,238 in 1933. 

The California survey, which fol- 
lowed the general plan of that con- 
ducted in Wisconsin, came to much 
the same conclusion—that the in- 
dices which should make for profi- 
table law practice have increased in 
recent years at a much more rapid 
rate than the number of lawyers, and 
that, therefore, the economic con- 
dition of the Bar should be much 
more secure now than at any time 
in history. 

The Connecticut survey, painstak- 
ingly conducted by Dean Clark of 
the Yale Law School, approached 
the problem from a different angle. 
It sought largely to determine the 
potential field for law practice in the 
state, and made inquiries among the 
general public as to the types of 
legal service which it requires. 

The New York survey, while com- 
ing to the conclusion that the New 
York county Bar is overcrowded, 
went rather deeply into the interest- 
ing question of the advisability of 
the setting up by the Bar itself of 
“legal service bureaus,” where stand- 
ard legal services could be secured 
by the public at low fixed fees. 


LL of these surveys have added 
their mite to the somewhat 
meagre store of existing information 
upon the economic position of 
America’s legal profession, but there 
has been as yet no really compre- 
hensive survey upon the subject. If 
lawyers’ groups are to continue to 
proceed against business upon the 
theory that only by taking over a 
number of routine business functions 
is the Bar to be able to continue to 
make a living, it seems obvious that 
such a really comprehensive survey 
must be made shortly by some dis- 
interested agency, if only to deter- 
mine whether there is a real founda- 
tion for the belief that campaigns 
against the “unauthorized practice of 
law” constitute a panacea for the 
3ar’s economic ills. 
In any state where such a survey 
is made it would seem advisable to 
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follow the lines laid down by earlier 
surveys upon such factors as the 
number of lawyers per capita, the 
rate at which indices making for 
profitable law practice have increased 
as against the increase in the number 
of lawyers, the average incomes of 
lawyers as compared with those of 
other professions such as medicine 
and engineering, the types of legal 
work from which the chief income 
of the average lawyer is derived, and 
the types of legal service of which 
the general public stands most in 
need. 


But there are other questions 
which the surveys have largely ig- 
nored which are also in need of in- 
vestigation. One is the extent of the 
concentration of urban law business 
in what Prof. Rutledge calls “law 
factories’, a concentration which 
Prof. Llewellyn of Columbia Uni- 
versity holds brings too large a per- 
centage of legal fees to large firms 
practicing corporation law, ambul- 
ance chasers, and attorneys with 
political connections. The extent to 
which such prosperous practitioners 
furnish free legal service to the in- 
digent, a duty imposed by the mo- 
nopoly of rendering legal services 
which the courts have conferred upon 
the profession, deserves looking into. 
What the Bar is doing toward tak- 
ing care of its own financially un- 
successful group, as most strikingly 
exemplified by the young lawyer just 
beginning to practice, should be de- 
termined. And the reaction of both 
lawyers and business men to the sug- 
gestion that legal service bureaus be 
set up to handle, at reasonable fixed 
fees, the standard alleged legal serv- 
ices that the Bar is now attempting 
to forceupon business through cam- 
paigns against the “unauthorized 
practice of law” should be tested 
thoroughly. 


T MAY be that, were such an in- 

vestigation carried out, the Bar 
would see that its salvation lies in 
selling the need for its services to 
the general public rather than in at- 
tempting to force business to hand 
over to it the exclusive right to 
determine which printed form a busi- 
ness man shall fill in when he wishes 
to complete a transaction which he 
has completed a thousand times be- 
fore. 
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The Impressive New Business Block Built by the Liberty Mutual Insurance Company 
in Park Square, Boston, Massachusetts. 


LIBERTY MUTUAL DEDICATES NEW BUILDING 


FITTING climax to a quarter- 

century of progress towards 
greater human safety was the formal 
opening of the new Liberty Mutual 
building in Park Square, Boston, on 
January 14. Eleven stories high and 
a full block in width, it is said to be 
one of the most modern and efficient 
office buildings in the world. 

Even in its construction, the new 
office building lives up to the Liberty 
Mutual Insurance Company’s work 
in behalf of industrial safety. 
Considered a record for a project of 
this size is the fact that there was 
not a single fatality during the 
months in which hundreds of men 
worked high above surrounding 
pavements. The company’s safety 
engineers had eliminated all serious 
dangers and held minor casualties to 
a minimum. 

There are comfortable restrooms 
for reading and relaxation, and a 
restaurant in which employees may 
if they choose prepare their own 
meals. In addition the company’s 
1200 and more workers will have the 
benefit of washed air, sound-proof- 
ing, an exceptional amount of natural 
light and the latest ideas in effective 
artificial lighting. All these factors 
are expected to combine with modern 
office arrangement to make this 
building an outstanding example of 
clerical efficiency. In addition, the 
new building will be the headquarters 
for 73 branch offices from coast to 
coast, with their more than 2000 
employees. 

From the public standpoint one of 


the most interesting features is a 
huge “safety” laboratory—equipped 
for practical study of hundreds of 
factors which endanger life or health. 
Here there are facilities of dust an- 
alysis, for consideration and elimina- 
tion of highway accident causes, and 
for development of all types of in- 
dustrial safeguards. This depart- 
ment is expected to continue the 
company’s work of safety pioneering. 

Most pressing task for this depart- 
ment at present—in view of the 
enormous highway death toll in 1937 
is the development of plans and 
equipment for greater safety in driv- 
ing. Additional space and increased 
technical facilities in the new “safe- 
ty” laboratory are counted upon for 
still more noteworthy progress in 
this vital field. 

“It is a symbol that binds together 
all our many branches throughout 
the country,” said S. Bruce Black, 
president of the company, in connec- 
tion with the formal opening of the 
building. ‘It is dedicated to increased 
service to our policyholders and to 
the public; and it is this increasing 
service to which we are dedicated 
which assures our permanence, in- 
creased opportunities for the com- 
pany and for the members of our 
organization,” 

Mr. Black also spoke very highly 
of the work of the building architect, 
Chester Lindsay Churchill, the engi- 
neer, Hollis French, and the Turner 
Construction Company, builders. He 
pointed out that this building is ar- 
ranged for the utmost convenience 


from the standpoint of customers 
and the general public. Only a dozen 
steps inside the building are neces- 
sary before contacting the proper de- 
partments for automobile, industrial, 
or other types of insurance. 


Ohio Ruling On Unauthorized 


Companies 


SUPERINTENDENT OF INSURANCE 
ROBERT L. BOWEN OF OHIO HAS SENT 
the following communication to all 
casualty insurance companies author- 
ized to do insurance business in the 
State. The ruling concerns the filing 
of motor vehicle liability policies with 
the state, county, and city regulatory 
bodies, such as the Public Utilities 
Commission of Ohio, for and in be- 
half of insurance carries not author- 
ized to do business in the state of 
Ohio. 


It has come to the attention of this Di- 
vision that certain casualty insurance com- 
panies licensed to do business in this State 
have made a practice of filing motor vehicie 
liability policies with state, county, and 
city regulatory bodies, such as the Public 
Utlities Commission of Ohio, for and in 
behalf of insurance carriers not authorized 
to do business in the State of Ohio. The 
ultimate effect of this procedure is to assist 
and enable such unauthorized companies to 
do an insurance business in this State in 
violaton of the General Code of Ohio, par- 
ticularly Section 660. 

The penalty provided for violation of this 
Section is not less than $25.00 nor more 
than $500.00 fine, or imprisonment in the 
state penitentiary for not exceeding one 
year, or both. 

It is, therefore, the ruling of this office 
that no insurance company or agent, now 
or hereafter licensed to do business in this 
State shall file, or assist in the filing of, 
any policy of insurance of whatever nature, 
in behalf of or for the benefit of any un- 
authorized insurance carrier, with any such 
regulatory body in this State. 

If your company has such filed policies 
outstanding, you are given thirty days to 
cancel the same. 

If your agents have been offering such 
arrangements to companies or individuals, 
kindly notify them to discontinue such 
offers immediately. 


Please acknowledge receipt of this ruling. 


Following the distribution of this 
ruling, the Department had a num- 
ber of inquiries on two phases of the 
matter. A second ruling was then 
dispatched to the companies dispos- 
ing of these two inquiries as follows: 


1. The prohibition against licensed in- 
surance companies or agents filing or as- 
sisting in the filing of policies of insurance 
on behalf of or for the benefit of any un- 
authorized insurance carrier with any regu- 
latory body in this state applies to risks 
domiciled in Ohio, or where the insurance 
business originates in Ohio. 


2. The ruling applies to surety bonds the 
same as it does to any other type of insur- 
ance policies. 
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International Accident 
Insurance 


Excerpts from a Book on Various Phases of Insurance, Soon to 
Be Published 


By DR. ALFRED MANES 


PROFESSOR OF INSURANCE, UNIVERSITY OF INDIANA 


HERE is a great variety of laws 
and institutions all over the 
world in regard to accidents 

and insurance against these in which 
workers may be involved. Americans 
will understand and acknowledge the 
tremendous number of efforts which 
have been directed towards a solu- 
tion of the workmen’s accident in- 
surance problem, because the United 
States represents a most colorful pic- 
ture if one takes a glance at the legis- 
lation of the 48 states, the Federal 
District, and the four territories. 
Thus, the United States may be con- 
sidered as a world within itself, with 
the same more or less unsolved prob- 
lems which you will find abroad in all 
other countries where industry and 
social legislation have been developed, 
both inside and outside of Europe. 
* * * 

Many different international and 
world-wide congresses have consid- 
ered the same problems. Some of 
these bodies were statisticians and 
actuaries, hygienists and demograph- 
ers, technicians and officials of the 
Geneva Labor Office. All of them 
have promoted some phase or other 
which has been more or less valuable 
to the expert. The 11th International 
Congress of Actuaries, which met 
four months ago in Paris, has prob- 
ably brought about the best under- 
standing of actual facts as they are 
today. 

The Paris Congress wanted to dis- 
cuss the problem of making an inter- 
national survey of rates in connection 
with accidents in workmen’s com- 
pensation insurance. Sixteen repre- 
sentatives and speakers from 11 
countries participated in the Con- 
gress: From America, Belgium, 
Canada, Czechoslovakia, England, 
France, Germany, Holland, Hun- 
garia, Poland, and Switzerland. 

However,. since such labyrithian 
conditions as already mentioned pre- 
vail one cannot be astonished at all 
that the Paris Congress of 1937 was 
also unsuccessful in reaching the 
much desired goal. On the contrary, 
it may be stated that it is the common 
opinion of all specialists who have 
given their attention to the question, 
that it is more or less impossible to 


make use of international material. 
* * * 

Very important proofs can be 
taken from the material of the Swiss 
Accident Insurance Institution. 

One is the fact that the accident 
risk in regard to time cannot be re- 
garded as a constant item. Years of 
depression show much higher figures 
than normal years. Furthermore, the 
transference of statistical data in re- 
gard to localities can lead to immense 
errors. There is perhaps no better 
proof of the existence of regional 
differences in the accident risk, than 
when we point out that in one and 
the same country, with one and the 
same law, with one and the same in- 
terpretation of law, and one and the 
same insurance practice, the various 
regions of the country produce en- 
tirely different accident statistics. An 
increase in the building industry dur- 
ing the years of 1929, 1930 and 1931 
shows the following significant pic- 
ture: Expenses for cures, including 
payment until complete convalescence 
and payment for working power lost 


amounted to the following percent-’ 


age of the wages: 


Entire Switzerland ............. Zi. 
BS COR ay Ceo een ee 15.3 
NEN 5k.5:5 Se dkeewaos eee 31.5 


The Swiss reporter gave another 
very instructive comparison, namely, 
a comparison between two countries 
which seem completely comparable: 
Holland and Switzerland. 


HE legal requirements as to the 
insurance system of social acci- 
dent insurance are very similar in 
both countries. The few deviations 
which do exist, are negligible. For 
instance, in Holland there is a lower 
basis of payment for salaries lost due 
to sickness during the time of con- 
valescence, namely 70 percent of the 
wages, in contrast to 80 percent in 
Switzerland. On the other hand, 
Holland includes in the payment of 
indemnification for the waiting pe- 
riod all cases of injuries which last 
beyond the waiting time. 
When compared the insurance re- 
sults of both countries for the years 
1932-1934, according to industrial di- 
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vision, the following picture is the 
result :* 


In discussing the reasons for such 
an astounding contrast of statistical. 
data, the Dutch reporter pointed out 
that the importance of medical serv- 
ice cannot be overestimated. Holland 
seems to have the most efficient med- 
ical service, and for this reason it 
may be that the time of treatment 
which is required in case of an acci- 
dent is comparatively short. 95 per- 
cent of all workmen’s accidents re- 
quire less than 6. weeks of medical 
attention, and only 5 percent need 
more than 6 weeks of attention be- 
fore the worker is again able to take 
up his job. Such a favorable result 
was probably due to the fact that in 
Holland all accidents, even the small- 
est are inspected by official experts 
and, if necessary, are attended to by 
specialists. 

Whatever the reasons of the great 
contrasts may be, “the purpose of the 
comparison has been accomplished. 
The results of two countries, which 
can show practically the same insur- 
ance abilities and almost the same 
manner of living and same develop- 
ment of culture, have been compared, 
and one may rightfully expect similar 
accident figures. But, the deviations 
as shown are determined. Who, then, 
can still believe in the value of world 
statistics in regard to matters of 
rating? Can one still believe that 
differences in the legal requirements 
can be valued from an international 
set of figures?” These are the words 
of the efficient Swiss representative, 
Dr. Thalmann. 

A concise summary of what the 
Swiss representative said is: 


1. One may consider it well es- 
tablished and proved, that the acci- 
dent risk may be designated as bound 
to a certain period of time; that is, 
it depends to a very great deal upon 
the changes in the labor conditions 
and upon conjuncture. These chang- 
es and developments no doubt are 
different in the various countries, so 
that the transference of statistical 
data from one country to another is 
highly improbable for that reason 
alone. 

2. There are still further serious 
objections aganist such a transfer- 
ence of data, and actual proof has 
been established that, even for coun- 
tries which seem to be very much 
alike, the risk figures for a certain 
period of time vary greatly for these 
countries. 


3. We believe, upon the basis of 
this truth and the said considerations, 
that we are forced and justified in 


* Table appears top next page. 
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See reference to this table on preceding page. 
Type of Industry 

Shoe manufacture 

Paper manufacture 

Wool, cotton and linen weaving 

Mills 


Conserved mili, Gairies.......cccccscccdes 


Breweries 

Overground construction, building 
Generation and distribution of electricity 
Gas and water supply 
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Net Costs in Percentage of Wages 
Holland Switzerland 
3.9 6.1 
10.3 
6.6 
23.3 
11.5 
18.7 
35.6 
23.6 
15.7 








the following answer to the question 
of statistical data: 

“The world statistics which have 
been demanded in connection with 
questions of rates for social accident 
insurance, can never be a dependable 
and decisive advisor.” * * * 


NALYSIS of death rates and 

fatality rates of several occu- 
pations proves that the United States 
has not had the desired effect with 
its motto of “Safety First.” With- 
out any doubt preventive measures 
have improved, but this same im- 
provement in prevention has occurred 
in many other countries, and the re- 


sult is much larger’ in proportion. 
x * x 


A change in the frequency of acci- 
dents may arise out of the change in 
the quality of workers, as, for in- 
stance, during the times of prosperity 
a larger proportion of unskilled men 
was employed ; or it may be due to the 
fact that workers who had been un- 
employed for some time, had been 
re-employed. These examples give 
evidence of the fact that a statistician 
must be well informed on all details 
of economic and psychologic aspects 
of a nation. * * * 

The increasing use of machinery 
in France and in Germany brought 
about an increased rate of accidents 
on the farms, while the same increase 
in the use of machinery in factories 
decreased the number of accidents. 
The reason for this difference in the 
two phases of work is not known, 
whether it is the quality of the work- 
ers, or some other cause. 

The influence of the age of a work- 
er was a further phase which called 
for special discussion. However, it 
is surprising how very few of the 
representatives could give definite de- 
tails on this subject, and even those 
had little material for discussion. 
Nevertheless, it is very probable that 
age has little or no influence over ac- 
cidents, and therefore accidents in 
older years are probably no more fre- 
quent than in younger years. There 
is the general belief that the experi- 
ence of older people has a profitable 
influence. On the other hand, there 


can be no doubt that age has a rather 
unfavorable influence upon the cost 
of an accident once that it has oc- 
curred. This is true of experiences 
both inside and outside of workmen’s 
accidents. Swiss observations have 
proved that the cost of an accident 
which results in permanent disability 
at age 45 is twice that of one which 
occurs at age 20, and the cost at age 
60 is triple that of age 20. Since the 
frequency of accidents is less in a 
more advanced age, and the cost high- 
er, the Swiss representative stated 
that the premium should be more or 
less independent of the age of the in- 


Photo by World Wide 


Tragic aftermath of a German Explosion. 


sured. Experience of other countries, 
which so far have not included much 
material collected along this line, 
seems to be different. * * * 

An example in support of this 
claim may be given. Germany has 


probably one of the most far-reach- 
ing workmen’s accident insurance 
systems. In spite of this, an insured 
worker who has suffered some acci- 
dent or other, cannot get indemnity 
from the accident insurance fund, un- 
til a period of 13 weeks has passed. 
One who is not familiar with German 
compulsory health insurance is in- 
clined to criticise this waiting period 
and to deny the wide extension of 
this insurance. However, health in- 
surance in Germany covers all acci- 
dents which last less than 14 weeks. 
Therefore, it can easily be seen that 
a good deal of data may be found 
in the statistics of health insurance. 
On the other hand, accident insur- 
ance statistics seemingly lack the 
completeness which those of coun- 
tries that do not have health insur- 
ance, but include all types of acci- 
dents in one group, may have. 








Percentage of Fire Losses in 


Rural Areas Increase 

FRANKLIN H. WENTWORTH, 
MANAGING DIRECTOR OF THE NA- 
tional Fire Protection Association in 
a recent statement pointed out that 
cities and industries have so im- 
proved their fire prevention pro- 
grams that a larger percentage of 
the fire loss of the country in the 
last few years has shifted to the 
farm and the small village. 

He called attention, however, to 
the manner in which the Association 
has met this situation by the forma- 
tion of volunteer fire departments 
for the distribution of advice and in- 
struction in fire-fighting technique, 
including not only methods of ex- 
tinguishing actual flames, but the 
care and management of apparatus, 
and the means by which property 
may be made safe from the possi- 
bility of disaster. Mr. Wentworth 
regards this as an outstanding ac- 
complishment. In commenting on the 
work, he said, “We have acquired 
12,000 volunteer members in four 
years time, but that is only a begin- 
ning, for the more than 12,000 volun- 
teer departments in the United States 
and Canada average 20 men each. 
Only part of the departments are 
represented so far. 

A new development is the con- 
struction of water holes in various 
rural sections by diverting small 
streams into ponds, or digging wells 
at strategic points for the storage of 
emergency water. Also model state 
laws for farm wiring have been pro- 
moted in an effort to prevent hazards 
incident to the electrification of farm 
property which is increasing with as- 
tonishing rapidity. 
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REBUILDING MEN — A SERVICE TO INDUSTRY 


By G. LESTER MARSTON 


VICE PRESIDENT AND GENERAL CLAIM MANAGER 
AMERICAN MUTUAL LIABILITY INSURANCE COMPANY. 
Copyright 1938, by American Mutual Liability 
insurance Company, Reprinted from American 
Mutual Magazine by Special Permission. 


A worker earning $25 per week when permanently disabled might 
receive in certain states compensation as great as the totals shown 
below. These figures suggest the incentive which should prompt an 
insurance company as a service to its policyholders and industry at 
large to rehabilitate injured workers whenever possible. 


Connecticut ....... $6,500 
IE so ors oases be 4,375 
MOS 6 seo se le ceo 21,440* 
OSS ere 5,000 
\ ae 6,000 


Massachusetts ..... $27,900* 
Michigan ......... 8,335 
New York. ... ..<... 33,540* 
Pennsylvania ...... 20,460* 
Wisconsin ........ 17,500 


*Based on life-expectancy of 39 years at age 25. 


Edward Greer* raised the 

the body of his truck to grease 
the hoisting rod. In accordance with 
the safety instruction of his em- 
ployer, he braced the truck body 
with a piece of iron pipe to prevent 
it from falling on him. But the pipe 
was not placed just right. It slipped. 
The truck body fell and pinned his 
arm between the body and _ the 
chassis. 

X-rays at the hospital showed that 
the humerus in his right arm, the 
bone which extends from elbow to 
shoulder, had two compound frac- 
tures. In an area of 1% inches the 
bone was splintered into twelve 
separate pieces. There also seemed 
to be a nerve caught in the fracture, 
a condition meaning that at least 
partial paralysis of the arm would 
result. Until the fracture healed, 
however, it was impossible to learn 
definitely the condition of the nerve. 

The doctor set the fractured bone 
and placed the arm in a_ special 
Jones splint to heal. For nine weeks 
Greer was confined to the hospital, 


: TRUCK driver by the name of 


“Although the facts of these cases are true, 
¢ names are fictitious. 


tortured by the fear that he might 
not recover sufficiently to be able to 
support his wife and seven children. 
Six months of treatment failed to 
repair the damage. The bone would 
not heal. Greer was still an invalid. 
The insurance company was not 
ready to give up. Similar injuries as 
bad as this had resulted in complete 
recovery. Greer was taken to a 
metropolitan hospital for further 
treatment. Examination disclosed 
that not only was the nerve injured 
so as to partially paralyze the lower 
arm, but the fracture was not united 
as well. An operation entailing a bone 
graft and repair of the nerve might 
restore to Greer the use of his arm. 
When the surgeon exposed the 
bone he found a completely false 
joint where the bone had been broken 
and an important nerve completely 
severed at this point. Large pieces 
of bone were taken from the patient’s 
shin bone and grafted about the in- 
jured bone. Then the nerve was 
formed with tiny silk sutures. 
After two weeks in the hospital 
Greer was able to return home, to 
spend another three months in a 
plaster splint. After months of pain 
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and discomfort, the first rays of hope 
fell on the Greer household. The at- 
tending physician reported, “He is 
now able to move his fingers in 
fairly good shape, and he can, as far 
as the limits of his cast permit, dorsi- 
flex his wrist.” 

A month later the cast could be 
removed for daily massage of shoul- 
der and elbow. In three weeks more 
the cast was removed each day for 
exercise. Three days before Christ- 
mas, fifteen months after the acci- 
dent, the cast was entirely removed. 
Happy was that Christmas in the 
Greer household! 

On March ninth Edward Greer 
returned to work. He had to favor 
his arm for a while longer, but he 
was able to do enough work to earn 
the same pay he had received before 
his injury. Without the surgical 
benefit provided by his employer’s 
workmen’s compensation insurance, 
this man might have remained an 
invalid for the rest of his life. 


Two years after the accident, 
Greer had his final examination. The 
surgeon who had performed the oper- 
ation, by this time little less than a 
deity in the eyes of Edward Greer, 
reported, “Stripped to the waist the 
man presents a well-muscled shoul- 
der, with full motion in both shoul- 
ders. Scars of the operation are 
entirely healed and muscles have 
returned to their normal tone. He 
makes a good fist and the grasp of 
his hand as in a handshake or in 
grasping objects is good and strong, 
practically as strong as in the other 
arm.” He could not quite straighten 
out his arm nor his fingers, but his 
condition was such that he could, 
and did resume his former activities. 
His arm was nearly as good as ever. 
Edward Greer, the invalid, had been 
transformed back into Edward Greer, 
the worker. 

ee ¢e ® 


F pee spec ROBERTS was the 
only one in the shop who knew 
how to start the motor-cycle engine 
which drove a new ice-cutting ma- 
chine. When the engine roared into 
action, a cotter pin flew out of the 
shaft and hit him just over the left 
eye. 

His family physician treated the 
injury and two weeks later Albert re- 
turned to work. But his eye still 
troubled him. He went back for an- 
other examination, and this time the 
doctor called in the town’s eye 
specialist. The specialist found that 
there was a hemorrhage and a de- 
tachment of the retina. This was 
serious. It meant probable loss of 
sight in that eye. 
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Six months after the accident Greer’s 
arm looked like this. The ununited frac- 
ture is evident. 


Immediately Albert was sent to a 
city hospital for examination by a 
consultant of the 
pensation 


workmen’s 
company, 


com- 


insurance one 


of the best eye specialists in the 
country. Confirming the diagnosis, 
the city specialist ordered that 


Roberts be confined with complete 
quiet for a few days to see if the 
retina would reattach itself under 
favorable conditions. When this 
failed it became evident that only an 
operation, extremely delicate and 
calling for the greatest of surgical 
skill, could save Albert’s eye. The 
retina, a fine membrane between the 
lid and the eye-ball, was fastened 
back in place by 29 tiny irido plat- 
inum pins, each about 1/25th of an 
inch long. The pins held the retina 
until it became reattached by pro- 
cess of 


nature, and were then re- 
moved. Days of darkness followed, 
and then the dressings were re- 


moved. Sight and the field of vision 
were normal. The operation had 
been successful. 

Albert Roberts returned to work. 
But his sight gradually became 
blurred. He sometimes saw double. 
So back to the city he went for an- 
other examination. It was found 
that one muscle had not healed prop- 
erly. Another delicate operation was 
necessary. The muscle was freed 
from its attachment to the sclera, the 
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A bone graft operation produced this 
result. Grafted pieces of shin bone can 
be seen along the left side of bone. 


white fibrous membrane covering the 
eyeball, and recessed or set back 
about three or four millimeters. 
Again five days of darkness and sus- 
pense before the dressings could be 
removed. When the test was finally 
made the patient found that he could 
read newsprint easily with no trace 
of double vision. He could return 
to work with perfectly normal sight. 

All this treatment including two 
operations cost a lot of money. It 
called for infinite patience and faith 
on the part of the injured man. But 
an employee who was injured doing 
his day’s assignment of work was 
saved. A worker whose sight might 
have been forever restricted to one 
eye had the operation been post- 
poned even a matter of weeks, a 
worker who could not afford him- 
self to pay the costs of this medical 
care, was returned to active service. 

ee @ @ 


RIEAT is the blessing to mankind 
that work of this nature is done 
by insurance companies. Injuries 
from the machinery of industry 
would have left many workers like 
Kdward Greer and Albert Roberts 
totally crippled had not insurance 
company doctors been able to repair 
them so that they could go back to 
work. 
Sympathetic though the men may 
be who administer this great work of 


rebuilding men, their immediate urge 
is not humanitarianism. It is to re- 
duce the cost of industrial accidents. 
Fortunately, it is more economical to 
rehabilitate injured men than to sup- 
port them and their dependents. A 
cold blooded economic law produces 
a merciful result! 


Statutes of most states place up- 
on industry the responsibility to 
care for workers who -are injured 
while engaged in the daily duties 
assigned to them by their employers. 
Occasional severe accidents might 
throw tremendous burdens of ex- 
pense upon individual employers. 
By pooling their risks and sharing 
expenses, employers distribute heavy 
losses over long periods. This is done 
through the medium of workmen’s 
compensation and employers’ liabil- 
ity insurance companies which pay 
the costs of accidents out of a fund 
set up for the purpose and main- 
tained by charges on the policy- 
holders. The charges, termed pre- 
miums, are paid in advance on the 
basis of experience over previous 
years. 


Premiums of policyholders consti- 
tute the sole original source of 
revenue of mutual insurance com- 
panies. Every dollar paid by insur- 
ance companies for compensation or 
medical service or any other pur- 
pose, must be supplied by policy- 
holders’ premiums. The position of 
mutual insurance companies is that 
of trustees appointed by the policy- 
holders to administer the funds es- 
tablished by joint subscription. Ex- 
penditures from these funds include 
not only the money paid to support 
injured workmen and their families 
and the widows and orphans of those 
killed, but also the cost of medical 
and engineering services which re- 
duce the need and the amount of 
compensation payments. Justifica- 
tion of expenditures for preventa- 
tive and curative services is found 
in the fact that such services reduce 
compensation cost by amounts great- 
er than the cost of the services. 

When a worker is injured at his 
work, his employer or his employer’s 
insurance company must provide 
necessary medical or surgical atten- 
tion and the necessities of life until 
he is able to return to work. Ex- 
perience has taught insurance com- 
panies that the best medical attention 
is economically justified by the re- 
sulting reduction in compensation for 
idleness. Even the best medical and 


surgical skill available and hospital- 
ization almost always cost less than 
the total disability compensation re- 
quired by law. 
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ECAUSE workmen’s compensa- 

tion insurance companies are 
called upon to administer so much 
medical and surgical help each year, 
they need the services of a great 
many doctors and surgeons. For a 
score of years our company has been 
developing a medical and surgical 
organization especially qualified to 
diagnose and treat industrial injuries. 
As a result we now maintain a large 
medical unit, headed by a surgical 
director, with zone and staff surgeons 
and physicians throughout the United 
States. These men are specialists in 
the type of injuries and illnesses 
which arise from industrial occupa- 
tions. They are in contact with hun- 
dreds of unusual cases in all parts of 
the country and in all industries. The 
experiences of all members of the 
staff are available to each. For ex- 
ample, an injury to an automobile 
mechanic in Detroit may call for an 
operation similar to one successfully 
performed on a textile worker in 
Massachusetts. Full records of the 
Massachusetts operation are instantly 
available to the Detroit surgeon. 

With the advantage of their 
specialized experience and the ex- 
perience of all their associates in 
their companies, it is not surprising 
that these men are able to rehabili- 
tate maty cases which have been 
given up as industrial derelicts. 

Our files contain many reports of 
men who have been injured in the 
course of their work, who have been 
given up as permanently disabled, 
and whose cases have been reviewed 
by the home office medical staff with 
the result that means have often been 
found to restore them to normal or 
nearly normal activity. Because an 
economic urge prompted us to re- 
habilitate them rather than pay disa- 
bility compensation, these men and 
their families were saved from be- 
coming burdens upon their communi- 
ties. And their employers did not 
lose the services, in many cases, of 
valuable, experienced workers. 

Here is a situation which has de- 
veloped out of our industrial eco- 
nomic system to the great benefit of 
society. Workers obtain medical and 
surgical service they cannot them- 
selves afford. Employers receive 
protection against losses from indus- 
trial accidents at lower cost, and fre- 
quently are spared the expense of 
replacing experienced men. A better 
feeling of good will and confidence 
develops between employers and em- 
ployees. All society is relieved of 
the burden of supporting many 
families which would otherwise be 
deprived of means of sustenance. 
Miraculous though the skill of 
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these industrial surgeons is, they 
cannot work alone. Rehabilitation is 
practically impossible without the 
cooperation of the patients. Unless 
they are eager to recover, unless 
they have faith that they will recover, 
unless they are assured that after 
undergoing pain and suffering and 
confinement and separation from 
their families they will be able to re- 
sume their former activities and go 
back to work, their lack of coopera- 
tion makes the task practically hope- 
less. A man needs a pretty strong 
incentive to induce him to undertake 
so great a sacrifice. 

Here is where the insurance com- 
pany is dependent upon the policy- 
holder for assistance. It is the in- 
jured man’s employer who can best 
instill into him this essential con- 
fidence. The employer must explain 
that unless the man makes a sacri- 
fice now he may never again be able 
to provide for himself and his family, 
that insurance compensation only 
provides a fraction of the amount of 
his wages and will only continue a 
comparatively few years. Most im- 
portant of all, the employer must give 
him assurance that after the opera- 
tion he will again be able to support 
himself and his family. 

Many a worker has submitted to 
a serious operation, stoically en- 
dured suffering and trials, eagerly 
cooperated, and recovered almost 
normal physical condition, only to 
have his world tumble around his 
ears when he found his former em- 
ployer would not take him_ back. 
Persuading an injured worker to 
undergo medical or surgical treat- 
ment is only half the job. Assurances 
given before an operation and re- 
pudiated after it do more harm than 
good. 


e @ ® 
FTER a man has been rehabili- 
tated, an insurance company 


representative informs the employer 
that the man is ready to return to 
work and asks the employer to find 
a job for him. Reemployment not 
only provides a means of support, 
but provides curative exercise which 
is usually necessary. Although the 
man is unable to work quite as rapid- 
ly as he formerly could, he requires 
only a bit of patient help and en- 
couragement for a few weeks to be- 
come as valuable to his employer as 
ever. [But the employer often over- 
looks his responsibility to the injured 
man and employs a new man at the 
factory gate rather than give the 
injured man an opportunity to rein- 
state himself in the ranks of the 
workers. 

The result is that other workers, 
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learning of this man’s fate, become 
skeptical of any advice they may 
receive at a future time. They lose 
faith in their employer. The insur- 
ance company must continue to pay 
full disability compensation to the 
man even though he is able and will- 
ing, even eager, to return to work. 
This unnecessary compensation is 
part of the cost of insurance. Pre- 
miums must be sufficient to pay these 
costs as well as all others. 

Policyholders who are most con- 
scientious in following the sugges- 
tions of our engineers on elimina- 
tion of hazards, selection of em- 
ployees suitable for dangerous op- 
erations, and all other methods of 
reducing accidents, frequently neg- 
lect this duty toward men who have 
been injured in their service. They 
do not recognize the fact that insur- 
ance costs can be reduced by re- 
habilitation of injured workers as 
definitely as by reducing the fre- 
quency and severity of accidents. 
In the interest of economy in the 
form of reduced insurance premiums, 
and to take full advantage of the 
effect upon industrial relations, 
policyholders should do their part 
by giving their full support to the 
good work of insurance company 
doctors in rebuilding men damaged 
by the machinery of industry. 

ee @ ® 


Request Establishment of 
Fire-Incendiary Bureau 


A BILL DRAFTED BY THE BALTIMORE 
MUNICIPAL LAW DEPARTMENT AND 
introduced in the City Council at the 
request of Mayor Howard W. Jack- 
son, asks for the creation of a ‘“Fire- 
Incendiary” Bureau in the city. A 
number of recent fires in the down- 
town section and subsequent charges 
by fire fighting officials that an arson 
ring is operating in Maryland 
prompted the proposal of the 
measure. 

If enacted the bill would organize 
the Bureau under the fire department 
with a battalion chief at its head, as- 
sisted by at least four officers and a 
chief clerk. In the course of fire 
investigations, the chief would have 
the power to subpoena and compel 
attendance of witnesses at hearings 
before the Board of Fire Commis- 
sioners to force the production of 
documents he considered necessary 
to the inquiry, and to enter buildings 
where fires had occurred. At hear- 
ings the Board of Fire Commission- 
ers would have the right to examine 
witnesses under oath or affirmation 
and false swearing would be punish- 
able as perjury. 
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Millers of Alton Banquet 


SIXTY YEARS IS A LONG WHILE FOR 
A COMPANY TO HAVE BEEN IN BUSI- 
ness, and thirty-nine millions of dol- 
lars is a load of money to have han- 
dled in that time, but the Millers Mu- 
tual Fire Association of Alton, IIli- 
nois, a few days ago achieved that 
position in the insurance world. 

The occasion was celebrated by a 
banquet at the Missouri Athletic As- 
sociation in St. Louis on February 8, 
the event being merged with the an- 
nual meeting of the company. Near- 
ly two hundred sat down at the fes- 
tive tables, including virtually the en- 
tire personnel of the company. 

G. A. McKinney, executive vice- 
president, served as toastmaster, and 
after an address of welcome by 
President Sparks, called on various 
officers and department heads. Speak- 
ers included C. D. Kellenberger, sec- 
retary, and manager of the mill and 
elevator department; Ben C. Vine, 
assistant secretary, and manager of 
the general business department; E. 
J. Bauer, manager of the St. Louis 
office ; J. E. Mann, sales manager for 
Illinois and Missouri, and J. H. Gis- 
sal, assistant treasurer. 

George S. Milnor of Chicago, first 
vice-president, spoke for the board 
of directors, and J. W. Buckingham 
of Alton, treasurer, responded for the 
personnel of the company. Award 
was made by Toastmaster McKinney 
of a loving cup to Earl Jamison of 
Mt. Vernon, a former Altonian, for 
having the leading record for the 
year among the company field men. 
Service awards were also made to J. 
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H.-Gissal who has been with the 
Millers for 29 years; H. J. Harms, 
28 years; Miss Emily Stanton, 22 
years; Miss Hazel Cresswell, 20 
years. 

The high point in the banquet pro- 
gram came near its close ‘with the 
presentation made by Mr. McKinney 
to Mr. and Mrs. H. B. Sparks, on 
behalf of the company, of a solid 
silver coffee service. Mr. Sparks, 
president of the company, and a di- 
rector over a period of 31 years, was 
told that the gift was in testimonial 
not only to his own long service but 
in recognition of the founding of the 
company by his father, Capt. D. R. 
Sparks of Alton. In his response 
President Sparks mentioned that the 
Sparks Milling Co. of Alton had al- 
ways had pride in the fact that it 
had held Policy No. 1 issued by the 
company as it began business 60 
years ago. 

One of the interesting things 
brought out in the report of J. H. 
Gissal, assistant treasurer, was that 
in its 60 years of life, Millers’ Mu- 
tual has paid back to its policyhold- 
ers within $28,000 of the entire 
amount collected in premiums. The 
payments have been in settlement of 
losses, expenses, and dividends. The 
company’s surplus of $1,700,000, ex- 
cept for the $28,000 mentioned, has 
been built up from interest earnings 
on its investments. 

Directors elected today by policy 
holders were: F. Hutchinson, Law- 
renceburg, Ind.; W. E. Meek, Ma- 
rissa; George S. Milnor, Chicago; 
George N. Sauer, Evansville; and A. 
G. Schultz, Beardstown. 

Officers re-elected included: H. B. 


Sparks, president; G. A. McKinney, 
executive vice-president; George S. 
Milnor, first vice-president; W. H. 
Schlueter, second vice-president; C. 
D. Kellenberger, secretary; J. W. 
Buckingham, treasurer ; Benjamin C. 
Vine, assistant secretary; J. H. Gis- 
sal, assistant treasurer. 


Accidental Deaths Decline 


THE 1937 ACCIDENT TOLL IN THE 
UNITED STATES, AS COMPILED BY THE 
Statistical Bureau of the National 
Safety Council reveals 106,000 dead, 
and 375,000 permanently injured. 
As huge as the totals are, they repre- 


sent a 4% decline in accidental 
deaths from the 1936 total of 
110,248. 


Traffic deaths in 1937 again headed 
the list, reaching an all-time high of 
39,700. This was 4% greater than 
the 1936 total of 38,089. Only sharp 
reductions of 10% in November and 
December from the corresponding 
months in 1936 kept the 1937 entries 
from being even greater. In addition 
to killing 39,700 persons, traffic ac- 
cidents permanently disabled 110,000 
and temporarily injured 1,250,000 
during the year. 

The 4% rise in traffic deaths in 
1937 over 1936 was tempered by the 
fact of a 9% increase in vehicle 
mileage. Consequently, the motor 
vehicle death rate on a mileage basis 
declined from 16.6% deaths per one 
hundred million miles in 1936 to 
15.9% in 1937—a 4% cut. This is 


in line with the trend of the last 
years. 


dozen The total reduction 





Banquet scene at the 60th Anniversary of the Millers Mutual Fire Insurance Association of Alton, Illinois. 
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since 1925 has been 20%. 


The cost of traffic accidents to the 
country last year was estimated at 
approximately $1,740,000,000. This 
is divided fairly even between prop- 
erty damage on the one hand and 
wage losses, medical expense and in- 
surance overhead cost on the other. 
In 1936 the total cost was $1,640,- 
000,000. 

An encouraging feature of the 
traffic situation in 1937 was the fact 
that twenty states cut their death 
toll. All but one, on the basis of 
ten months information, did this in 
the face of increased highway travel. 

In other accidental deaths re- 
ported, home accidents showed a 
sharp decline of 15% from 37,500 
in 1936 to 32,000 in 1937. Public 
deaths, other than traffic, also showed 
a decline of 5%—from 20,000 in 
1936 to 19,000 last year. 


Occupational deaths went up 6% 
to a total of 19,000—just 1,000 more 
than in 1936. The 4% reduction in 
the grand total of deaths was due 
almost entirely to the beneficence of 
nature in providing a mild summer, 
which reduced heat deaths by ap- 
proximately 4,500. 

The nation’s bill of $3,700,000,000 
for the accidental death toll is due 
largely to wage loss and medical ex- 
pense—items amounting to $2,550,- 
000,000. To this can be added $870,- 
000,000 for property damage in 
traffic accidents and $285,000,000 
property loss in fires. 


The cost of 1936 accidents was 
$3,750,000,000—just 1% over the 
1937 figure. 


« * cd 
Insurance-Lottery Racket 
Broken Up in Pennsylvania 


ARRESTS IN VARIOUS PARTS OF 
PENNSYLVANIA HAVE BROKEN UP A 
combined lottery and_ insurance 


racket that had taken hundreds of 
thousands of dollars from purchasers 
of tickets, State Insurance Commis- 
sioner Owen B. Hunt has announced. 


The promoters of the scheme 
issued lottery tickets at fifty-cents 
each, which, besides carrying 
“chances” on prizes claimed by the 
promoters to total eighty-seven 
thousand dollars a month, also had 
an “insurance” feature. 

Under this latter, the purchaser 
of the ticket was encouraged to buy 
more by being offered benefits in case 
of accident or death beginning with 
the second month of purchase and in- 
creasing up to the eighth month. 
Prizes and benefits were paid only 
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in a few cases and in small amounts 
for the purpose of promoting the 
sale of tickets. 

Federal authorities are now en- 
gaged in investigating its interstate 
ramifications and its use of the mails. 


e * * 
Install New Office System 
THE NORTH DAKOTA FIRE MAR- 


SHALL’S OFFICE, UNDER SUPERVISION 
of State Insurance Commissioner, 
Oscar E. Erickson, will in the near 
future have installed a new office 
system that will, it is said, be second 
to none in the nation. Records of 
over 80,000 fires will be on file. 

One aim of the improved system is 
to establish an accurate method of 
recording the number of lives lost 
each year by fires in North Dakota. 

A total of 1,266 fires was reported 
to the department during the fiscal 
year period June 30, 1936 to June 
30, 1937. More than half were 
caused by pure carelessness, declared 
Deputy State Fire Marshal, Charles 
A. Schwartz. Damage to buildings 
and contents during this period of 
one year is conservatively estimated 
at about one million dollars. 

e* ee ® 


Publish Proceedings of 
Saranac Symposium 


THE PROCEEDINGS OF THE THIRD 
SILICOSIS SYMPOSIUM AT SARANAC 
Lake have just been published. This 
work is the best possible substitute 
for actual attendance at these famous 
discussions of the silicosis problem 
and belongs in the library of every- 
one with an interest in this field. It 
will bring the old student of this sub- 
ject up-to-date on all recent develop- 
ments, while the newcomer will find 
in it a complete review of all aspects 
of silicosis so stated as to be easily 
followed without any preliminary 
medical knowledge of the subject. 
eee 


Unusual Compensation 
Award 


A PENNSYLVANIA COMPENSATION 
AWARD, ONE OF THE ODDEST EVER 
decreed, directs compensation to be 
paid a man because of injuries re- 
ceived in the course of a fight in 
which he killed another. The claim- 
ant, Danna, who was awarded $320, 
is now serving a sentence in Western 
Penitentiary of 6 to 12 years. 

Danna, while working as a beer 
salesman, became involved in an 
argument over a beer price war with 
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a man named Tripli. During the 
fight which ensued he fatally stabbed 
Tripli. 

That this was an accident arising 
out of and in the course of Danna’s 
employment was the conclusion 
reached by Referee D. B. Roberts. 
An appeal is being taken. 








Short Selling 
Appears Again 


(Continued from page 14) 


of very few shares. One element in 
the market, mainly professional, is 
the short seller. Deprived of opera- 
tion in declining markets he may well 
choose not to operate in an advanc- 
ing market. Deprived of selling 
short he may also choose to drop out 
altogether as a market leader and 
thus act to dry up the market still 
more. Investors and pledgees, rep- 
resented by banks, trust companies, 
insurance companies and individuals 
rely upon the open market as a place 
of ready transfer and prompt liqui- 
dation. Perhaps a measure of market 
instability is the price which must be 
paid for a continuous market having 
a large number of ready buyers and 
sellers. Perhaps this is too high a 
price to pay. The new regulations 
restricting short selling are in the 
main based upon this latter assump- 
tion. 








Liquidations In 
New York 


(Continued from page 16) 


ultimately sold with the approval of 
the Court, the proceeds thereof re- 
dounding to the benefit of the cred- 
itors of the old company which is 
being liquidated in the usual manner. 
Policyholders, employees and cred- 
itors have all benefited out of the 
conservation and sale of a going 
business in the manner described. 
ee e« ®@ 


IOUIDATION activities are 

hardly of such a nature that they 
can be approached hopefully. Yet, 
the above cases reveal that occasion- 
ally there is room for constructive 
effort. It is evident, also, where com- 
panies have had to be liquidated that 
the hope of those who first estab- 
lished the Bureau has been justified. 
A somewhat permanent staff of ex- 
perts has handled this work expedi- 
tiously and with economy. 
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Mutual Convention 
(Continued from page 12) 


various mutual subjects were min- 
gled with music and other enter- 
tainment. 

Included among the speakers on 
the second day were: J. E. Kennedy, 
former Wisconsin fire marshal, now 
executive secretary Wisconsin Mu- 
tual Alliance, Madison, and his son, 
C. H. Kennedy, attorney. Mr. Ken- 
nedy discussed “Reinsurance,” and 
Charles Kennedy spoke on changes 
in bylaws of mutuals. A mutual 
board’s liability for collection of as- 
sessments was the subject for dis- 
cussion by E. F. Zillmer, secretary 
German Mutual Farmers’ Fire, Al- 
goma; J. G. Blank, secretary, Cedar- 
burg Mutual Fire, Cedarburg, ex- 
plained the purposes of the mutual 
insurance school. Discussion also 
was to be held on office methods and 
bookkeeping, by Don Lynn, Wis- 
consin department. 

New officers elected are A. J. 
Rammer, Sheboygan, president; M. 
A. Koehler, Fremont, vice-president, 
and J. G. Blank, Cedarburg, secre- 
tary-treasurer. 

eee 


Offer Life Insurance Course 


A NEW COURSE ON “LIFE ANNUITY 
AND LIFE INSURANCE” IS NOW BEING 
offered by the Mathematics depart- 
ment of Indiana University. The 
course will deal with the element of 
actuarial material and will be under 
the instruction of Prof. K. P. 
Williams, acting head of the depart- 
ment. 

ae * & 


Mutual Insurance Union 


of Indiana Holds Meeting 


ADOPTING THE SUBJECT OF “RELA- 
TIONSHIP THROUGH UNIFORMITY” AS 
the theme of their forty-second an- 
nual meeting on February 3rd and 
4th, the Mutual Insurance Companies 
Union of Indiana registered a new 
high of over 300 in attendance and 
there was gratifying enthusiasm 
throughout each session, including 
the banquet which was the social cli- 
max of the occasion. 

The more prominent items on the 
program were: President's Address 
—Artemas H. Myers; Round Table 
(Social Security Tax—Harry P. 
Cooper, Jr., Leader); The Invest- 
ment Situation, Hon. Felix M. Mc- 
Whirter, President, Peoples State 
Bank, Indianapolis; Needs of the 
Farm Mutual Today, (a) Safety 
Fund—Ernest Warrum, Greenfield, 
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(b) Reinsurance—Charles T. Coats, 
(c) A Loyal and Informed Mem- 
bership—Maurice Douglas, Flatrock, 
(d) Unity of Action—Carl Russell, 
Mt. Vernon. How Different We Are, 
Glenna Watkins, Indianapolis. 
Question Box, Leaders: A. Neuen- 
schwander, Grabill; Abner Hunter, 
Columbus; M. L. Galbreath, Valpar- 
aiso; Dan Mills, Madison. Classifi- 
cation and Rating of Farm Risks— 
Dr. V. N. Valgren, Commodity 
Credit Corporation, Washington, 
D.C. The Field of the Farm Mutual 
—J. H. Kelker, Manager, Farmers 
Mutual Reinsurance Company, Chi- 
cago. Ladies Auxiliary Welcome 
Address—Mrs. Frank R. Baker, 
President, Indianapolis. ‘“Observa- 
tions on the English People,”’ Mr. I. 
G. Saltmarsh, Secretary, Indiana 
Lumbermen’s Mutual Insurance 
Company, Indianapolis. Playlet — 
“Meeting of the Better City Cam- 
paign Committee.” Group from 
office of Indiana Farmers Mutual 
Insurance Company. 

The meetings in general were guid- 
ed by the experienced hand of Arte- 
mas H. Myers, who has done a nota- 
ble job in the presidency of the 
Union during the past year. Officers 
elected for 1938 were; President, 
Abner J. Hunter, Columbus, Vice 
President, Ernest Warrum, Green- 
field, Secretary-Treasurer, Glenna 
Wray Watkins, Indianapolis, Direc- 
tors Lester Borger, Willis Eiken- 
berry, Gage McCotter. 

ee @ ® 
Fire Losses Decrease 
in Illinois 

BASED ON REPORTS MADE TO STATE 
FIRE MARSHAL SHERMAN D. COULTAS 
by fire chiefs and other local report- 
ing officials, fire losses in Illinois 
in 1937 showed a decrease of $953,- 
926 from 1936. The total loss for 
the year was $11,081,347, caused by 
11,306 fires. The number of fires 
decreased 3,267 from the previous 
year. 

As a result of investigations of 
incendiary fires, 43 persons were 
found guilty and five juvenile cases 
were disposed of without court ac- 
tion. During the year a total of 590 
investigations were undertaken. 

The school fire loss dropped to 
$167,050.00 as compared with $404,- 
085.00 in 1936. The number of 
school fires decreased from 96 to 87. 
Mr. Coultas stated that the 1937 
school loss was the lowest since 1930, 
with the exception of 1935, although 
there were some years when the 
number of fires was greater. A 
state-wide survey of schools which 


was undertaken the forepart of 1937 
is still in progress and will continue 
until all schools are covered. 


Illinois Fire Rate Reduction 


FOLLOWING THE RATE REDUCTION 
ORDER RECENTLY ISSUED BY DIRECTOR 
of Insurance Ernest Palmer, dwell- 
ing house rates in Cook County have 
been reduced one cent per one hun- 
dred dollars on brick buildings, two 
cents on unexposed frame buildings, 
and four cents on exposed frame 
buildings. These changes are for 
protected towns in Classes 1-8. Brick 
apartment buildings, including those 
three and one half stories in height, 
are reduced one cent in towns of 
Classes 1-6. Other frame apartments 
are reduced four cents. Private gar- 
ages and out buildings are reduced 
two cents for brick and four cents 
for frame. 

Dwelling rates in the rest of the 
State have been reduced two cents 
except those which received a one 
cent reduction October 1, 1936, they 
being given a one cent cut now. The 
new cut applies to towns of Classes 
1-8. 

eee 


Changes in Insurance 
Commissioners Committee 


JESS G. READ, OKLAHOMA, SECRE- 
TARY OF THE NATIONAL ASSOCIATION 
of Insurance Commissioners, has an- 
nounced the following changes in 
Committee appointments made by 
President George A. Bowles, of Vir- 
ginia. John W. Britton, newly ap- 
pointed Commissioner of Tennessee, 
succeeds his predecessor, James M. 
McCormack on the accident and 
health, fraternal, and workmen’s 
compensation standing committee, 
and on the interstate liquidation and 
reorganization, unallocated prem- 
iums, and automobile finance com- 
pany special committees, and on the 
sub-committee of the fraternal com- 
mittee. 

Maurice G. Pew, who recently 
succeeded Ray Murphy as Iowa 
Commissioner, will replace Mr. 
Murphy on the examinations, fra- 
ternal, taxation and valuation of se- 
curity standing committees and on 
the uniform code sub-committee of 
the fraternal committee. Director 
Ernest Palmer of Illinois will suc- 
ceed Mr. Murphy as Chairman of 
the uniform code committee. Robert 
L. Bowen, Superintendent of In- 
surance of Ohio, was named Chair- 
man of the automobile finance com- 
mittee. 
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BIRTHPLACE OF BENJ. FRANKLIN 


| SERVICE au nctct 


)N e oe 
n- Gn important pan of our Business 
in 
py ff 
ir- Benjamin Franklin was revered the world over for his 
Mt understanding of his fellow men .. . for his unselfish efforts 
"4 i to help people help themselves. To him, SERVICE to others 
ad was always tantamount. Franklin, conservative, yet a 
’s staunch supporter of practical, progressive ideas, founded 
ee, Mutual Fire Insurance. Through this medium he was en- 
nd abled to be of SERVICE to large numbers of people in 
od numerous ways. 
"i We are proud to carry on in the tradition which Benjamin 
a Franklin began—Mutual Insurance, with SERVICE—out- 
tly & standing service—the keynote. To that, the Federal Mu- 
wa tuals add KNOWN SAFETY and Current Substantial 
Mr. SAVINGS of up to 40%. Thus we serve Select Property 
d Owners TODAY. 
on 
ot 
tor 
ie FEDERAL HARDWARE & IMPLEMENT MUTUALS 
vert 2H HARDWARE MUTUAL FIRE INSURANCE COMPANY -OF MINNESOTA. MINNEAPOLIS. MINNESOTA 
: HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY. STEVENS POINT WISCONSIN 
In- oe MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY OWATONNA MINNESOTA 
air- 
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LUMBERMENS 1937 RESULTS | 





Premium Income Increases $4,347,151 .. Dividends to Policyholders 
Total $4,028,099 . . Assets Increase $3,613,888 





The gains in premium income, assets and 
surplus, which have characterized Lumber- 
mens growth since organization, were (Eligible bonds amortized. Other bonds and all stocks at December 31, 
maintained in 1937—our 25th Anniversary 1937 market. Voluntary contingency and special reserves are sufficient 
= ’ ’ to adjust all stocks to 1932 lows. If all securities were valued at 
year. Dividends paid to policyholders—thé market, assets and surplus each would be increased $102,371.68.) 
result of selecting preferred risks to begin 
with, preventing losses and operating eco- 
nomically—reached a new high level of 
$4,028,099. Cosh in banks $14,399,879.24 


While providing service and savings to a axdcormcavhent ow 

broader group of employers property own- State, county and municipal bonds............... 1,741,064.48 

; 1.32 

ers and motorists than ever before, the com- pane hee — 

pany has maintained the same conservative Public utility and other bonds 1,326,495.39 

wid : ( ) 2,406,471.10 
principles which have characterized its aoe ee mae 


; , ‘ ; First mortgage loans on real estate 1,207,194.58 
operations since organization. 
P g Real estate (including home office site) 1,209,200.00 


In this statement, voluntary reserves have Premiums in transmission 3,147,903.84 
been established sufficient to absorb a de- Accrued interest and cther assets 104,491.80 
cline in the market value of stocks owned ee ee 
to the lowest point reached in the depres- TOTAL CASH ASSETS $20,294,092.33 
sion year of 1932. Assets are highly liquid, 
over 61% being in cash and United States LIABILITIES 
rea yA ripee Ti ag og alone amounts Reserve for losses not yet due $13,665,676.21 


' Reserve for unearned premiums 8,009,302.00 
an increase of $6,000,000 Reserve for taxes, expenses and dividends 3,405,702.52 
over last year. 


Reserve (special) 61,182.35 
To our present policyhold- Reserve for contingencies 

ers and to our friends we manatee 
pledge anew our adher- x TOTAL LIABILITIES AND RESERVES......... ..$26,141,863.08 
ence to the ideal of mak- Net Cosh Surplus........... 4,102,229.25 
ing security the first con- 

sideration—dividend sav- Prcebtent wevee 3822.64... 08 $30,244,092.33 
ings an added benefit. 


STATEMENT AT THE CLOSE OF BUSINESS DECEMBER 31, 1937 


ASSETS 











LUMBERMENS MUTUAL CASUALTY COMPANY 


Mutual Insurance Building “W orld’s Greatest Automobile Mutual” Chicago, U.S. A. 








